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INTRODUCTION 



Of all the intBrnatJonal pro- 
blems today confronting China, 
or China's central government, 
in its relation with othfr coun- 
tries, that of the foreiga control 
of China's customs ipvenue is 
the most fundamental. Of all 
the intprnational servitudes 
with which China is charged, 
that of a treaty controlled 
tariff derogates most from her 
sovereign rights and deprives 
whatever central govertiment 
she has of its most logical 
source of income. Year by year 
these facts are becoming more 
and more evident to a cons- 
tantly increasing number of 
China's public men and the 
demand for Tariff Autonomy 
is growing stronger and stronger. 

At the proposed Customs 
Conference, if it is ever held, 
China's plea for Tariff Auto- 
nomy will be presented with 
an insistance that can only ba 
disregarded at the expense of 
subsequent retaliatory provincial 
and local taxation on imported 
goods after they reach the hands 
of the Chinese dealers. The 
more impatient advocates of 
Tariff Autonomy appear to have 
little confidence in the proposed 
Customs Conference and there 



has already been expressed 
considerable Chinese opposition 
to the calling of the Conference. 

Bat if more conservative 
councils prevail the Conference 
will take place and the Chinese 
will attend to present their 
claims. For many weeks past, 
various newspapers in North 
China have been running Inng 
continued articles on the pro- 
posed Customs Conference and 
have given an extended his- 
tory of China's tariff problem. 
There still remains to be ■ pub- 
lished, however, a complete 
account of China's fight for 
tariff autonomy at the Wash- 
ington Conference which was 
held nearly four years ago. 
In compiling this arcoupt of 
what happened at Washington 
I am using only official re- 
ports and shall allow the re- 
ports to speak for themselves. 

Shortly after the Conference 
opened. Dr. P. K. 0. Tyau, 
Chinese Minister to Cuba, who 
was Secretary General of the 
Chinese Delegation, gave out 
through the Chinese presH 
bureau a statemnt under the 
title "Chinesee Appeal For 
Tnriff Autonomy." The state- 
ment made a marked impres- 






sion on the correspondents at 
the Conference and it was 
quite generally quoted in the 
American press at the time. 
I reproduce this statement in 
full in the first chapter of the 
present publication. I shall then 
eive the official reports of the 
ra<=eting8 of the Committee on 
Pacific and Far Eastern Ques- 
tions when the question of 
China's tariff was discussed, 
followed by the official report 
on the tariff made at the Sixth 
Plenary Session of the Confer- 
ence, held February 4, 1922. 

After the Conference adjourn- 
ed, the question of China's 
tariff was discuseed in the 
United States while the treaty 



was under consideration. I have 
purposely said "discussed" lather 
than "debated" for the reason 
that all the Senators who took 
part in the discussion seemed 
to agree that China had much 
to complain of in the matter 
of foreign control of her cus- 
toms. I shall reproduce from 
the Congressional Record the 
complete report of these discus- 
sions. 

After all these records have 
been presented, practically with- 
out comment except for brief 
necessary explanations, I shall 
attempt to draw conclusions 
which I trust my readers will 
agree are the logical and just 
ones under the premises. 
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CHAPTER I 



CHINESE APPEAL FOR TARIFF 
AUTONOMY 

By 

P. K. G. Tjau, Chinese Minister To Cuba, Now Acting As Secretary General 
Of The Chinese Delegation 



With reference lo the request 
for itariff autonomy made by 
the Chinese Delpgation on the 
morning of November 23rd, I 
have prepared the following 
statement with a view to fur- 
ther enlightening the public on 
this question of vital importance 
to the administrative intergrity 
of China. 

Many references have bren 
made recently to the ficancial 
embarrassment and to the lack 
of power of the government of 
China. Discounting the natural 
exaggerations of those who for 
various reasons wish to em- 
phasize these two conditions, 
we must admit that both 
charges are substantially cor- 
rect. Each situation stands 
reoiprooally as part cause 
and part effect of the other. 
If the Peking government 
were not firancially embar- 
rassed it would not be weak, 
and if it were not weak 
it would not be financially 
embarrassed. Furthermore this 



plight of Peking is detrimental 
not only to the Chinese but to 
fore'gners and foreign interests 
in China a^ well. In fact it is 
the foreigners' interest in, and 
their power of, relievicg this 
situation that makes it a natur- 
al subject for the agenda ot 
this conference. 

Why is the Chinese central 
government poor and powerless? 
Why does Peking, the capital 
of a vast country, actually rich 
in agricultural products cf all 
kinds and potentially wealthy 
in mining and industry, the 
chief city of four hundred mil- 
lion industrious people, many 
of whom have vast personal 
wealth, feel forced to discuss 
with an international con- 
ference the conditions of its 
finances or the extent of its 
power in its own country? The 
answer is simple. Because the 
foreign nations now hold the 
government of China bound up 
by uni-lateral treaty obligations, 
literally forced upon her at the 
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gnn's muzzle, under conditions 
in China and under former 
foreign policies of the countries 
here assembled, both of which 
have long since changed for the 
better. 

Fully appreciating that this 
conference is animated by a 
new sentiment of fairplay and 
a strong disposition to discover 
and apply practical solutions to 
the vexing problems confront- 
ing us, we wish to state in en- 
tire frankness and in a manner 
devoid of any spirit of resent- 
ment, that the greatest single 
cause of the financial and other 
weakness of the Peking govern- 
ment is that China now stands 
divested of all power over that 
source of revenue which has 
jpeen the chief factor in the 
public finance of every modern 
national Bovernment, the cus- 
toms tariff. 

Through treaty restrictions 
China is, and has been for 
years, inflicted by a tariff "of 
the foreigner, by the foreigner 
and for the foreigner." China's 
customs are really controlled by 
a tariff "for the foreigner only." 
Foreigners decide what the 
tariff shall be. It is nominally, 
though not ac'ually, five per 
cent ad valorem on practically 
all imports and exports. It is 
collected under foreign supervi- 
sion. The funds are deposited in 
foreign banks. The first and 
main charge against the funds 
is the payment of foreign 
obligations. The surplus is then 
released, after periodical con- 
sultations and an indispensible 



unanimous agreement between 
the foreign legations in Pek- 
ing, to the central gov- 
ernment of China. Other 
sources of national revenue, 
such as the salt monopoly, are 
likewise foreign administered in 
virtually the same manner. 
But we shall for the present 
confine ourselves to the tarriff, 
as not only typical but as the 
most important source of public 
revenue of which the fnraign 
powers have divested the Chinese 
government. 

In Pdhing, the foreign mini- 
sters hold the purse strings. 
And on more than one occasion 
an individual minister gives his 
consent to release the customs 
surplus only after the Chinese 
have yielded on some totally 
extraneous issue, such as the 
appointment for a term of yetirs 
of one of his own nationals tn a 
position of emolument in the 
Chinese government, in which 
there is no natural connec- 
tion betwpen the drawing of 
his salary and manner in 
which be performs his alleged 
duties. All students of the 
development of those popular 
forms of government for which 
the world has so long striven 
fully spprpciate the power of 
those who hold the purse strings. 
And so irresistible has the 
temptation to abuse that power 
been found, that in all progres- 
sive countries, it has been lodg- 
ed ultimately in the people and 
actually in the moat popular 
branch of the national legisla- 
ture. The purse strings of the 
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Sovernment nf China are lodged 
ultimately with the foieiga 
treaty power'i and actually with 
the diplomatocracy of Pekingr. 

Naturally the Peking govflrn- 
ment is in an almost nhronio 
state of financial embarrasoment, 
and ' it is also natural that 
those members of the Peking 
government who are held per- 
sonally responsible for the im- 
mediate providing of funds 
should yield to the temptation 
to borrow at usurious rates 
from those foreign governments 
or foreign interests that are 
willirg to provide the funds 
for an extraneous consideration 
as far in excess of tVie value of 
the actual money advanced as 
the pressicg exigency of the 
forced borrower exceeds what it 
would be if he had at his 
command the sources of public 
revenue usually available to a 
minister of finance. The very 
hopelessness of the case, and 
the dubtou=t methods which 
necessity compels one to adopt, 
oft^n discourages men of high 
character to risk their reputa- 
tion in undertnking the thank- 
legs job. 

Foreigners who uppreoiate 
how the normal avenues of 
public finance are closed to the 
Peking officials, ease their con- 
science at the injustjce of the 
ce.ee, by the thought that China's 
financial obi gations to the ior- 
eigner date from previous gen- 
erations, and especially from 
the days of the Boxer troubles, 
and that they are well founded 
in international law if not in 



international equity. But this 
is only partially true. The first 
of China's treaty obligations 
which began to deprive her of 
the right of control over her 
own customs was forced upon 
her in Article X of the treaty 
of Nanking in 1842, which ter- 
minated what is usually called 
the Opium War with Great 
Britain, when China agreed to 
establish at all ports open to 
trade "a fair and regular tariff 
of export and import customs 
and other dues, which tariff 
shall be publicly notified ar d 
promulgated for general in- 
formation." 

This war arose over a long 
and bitter dispute between the 
Peking government and the 
British over the importation of 
opium into China, and the ca- 
sus belli was the se'znre and 
destruction by the Chinese, on 
Chinese soil, of a large quanti- 
ty of opium belorging to British 
merchants. 

It ia hard to draw an exact 
parallel to this first war bat- 
ween China and one of the 
powers new in this conference. 
But if we could imagine a 
powerful ioteign nation insisting, 
in the interests of its merchants, 
upon the importation of whis- 
key into the United States de- 
spite the recent prohibition 
amendment, that the whiskey 
had been coming in clandes- 
tinely for a long time, and 
that the Washington government 
in exasperation finally seized 
and destroyed a large quantity 
of - it found on American soil, 
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but foreign owned, and further- 
more if we could stretch our 
imagination far enough to pic- 
tiire this foreign nation defeat- 
ing the /Americans in war and 
dictating tariff provisions in the 
terms of peace, we would have 
something similar to the Opium 
WHr which brought about the 
first tre«ty regulation of China's 
tariff. Much to the surprise of 
the Chinese and more to the 
credit of the British statesmen 
in saving the reputation of their 
country, there was no mention 
of opium in the treaty which 
terminated the war. But in the 
agreement containing Rules of 
Trade, signed between the Bri- 
tish and Chinese at Sharghai 
in 1858i the latter were formed 
to agree that "Opium will hence- 
forth pay 30 taels per picul 
import , duty. The importer 
will sell it only at. the port. It 
will be carried into the interior 
by Chinese only', and only as 
Chinese property ; the foregin 
trader will not be allowed to 
accompany it." In judging of 
these happenings, we should 
b»ar in mind, in regard both 
to the foreigner and the Chin- 
ese, that at the middle of the 
la?t century, China as a non- 
Christian nation waa not con- 
sidered aa within fbe pale of 
international law. In fact it 
was not until 1856, sili^t Tur- 
key had fought in a war as an 
ally of Britain and France, 
that she as the first non-Chri- 
stian nation was admitted as a 
member of the family of na- 
tions. 



It was about this time when 
the British and French as 
allies went to war with China, 
and in the resulting Trtaty of 
Tifntsin, in 1858, in the nego- 
tiations of which Lord Elgin, 
the head of the British Embassy 
said: "Though I have been forced 
to act most brutally, I am 
China's friend in all this," 
that China completely lost her 
free will in the regulation of 
her own tariff, which waa 
then pledged to pa.v a war 
indemnity of taels 4,000,000. 
Although other nations made 
separate treaties with China, 
the work or privilege of revis>- 
ing China's tariff was left to 
the English, because their trade 
wafl the largest. This Tientsin 
Treaty was only ratified by the 
Peking government after Bri- 
tish and French troops occupi- 
ed Peking. History tells of 
how foreign prisoners were 
captured by the Chinese in 
violation of a flag of truce and 
afterwards tortured, and the same 
history tells of how the Em per' 
or's palace outside of Peking 
"was mercilessly plundered by 
the French troops." The only 
reason we mention these things 
is to show that the treaty 
obligations which obtain today 
in regard to China's tariff were 
negotiated in ore than half a 
century ago and under con- 
ditions on both sides which are 
quite altered today. 

Those foreigners who selfishly 
support the present stringent 
treaty regulations regarding 
China's tariff constantly attempt 
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to make them appear as the 
result of the Boxer troubles, as 
tbey do with other wroDgs 
which China is seeking, to have 
righted. The action of the 
Germans in Shantung is a 
good example. GeTmany seized 
Kiaochao, in Shantnng, Novem- 
ber 14, 1897. The pretext 
she used was that two Ger- 
man missionaries were killed 
in thp province by rob- 
bers. The missionaries were 
Jesuits, and at, that very 
time the Jesuit order was ex- 
cluded from the German Em- 
pire because it ■ was regarded 
as dangerous to the safety of 
the state. But these same Ge,r- 
man Jesuits were allowed in 
China and the German Em- 
peror seized on their mishap to 
grapp Chinese territory. On 
March 6, of the following year, 
China was forced to lease 
Kiaochao to Germany. A few 
week"? afterwards she was forced 
to lease Port Arthur to Russia, 
France received Kwangcbao- 
wan and Great Britain took 
WeihaiweJ, all within a few 
weeks. Italy made dema,nds but 
China dared , refuse them. 
All that the United States 
demanded, not of China, but 
of the powers who ' were 
despoiling her, was the recogni- 
tion of the Open Door- poliOy, 
which Secretary Hay announced 
in 1899. None of these seizures 
of Chinese territory was the 
result of the Boxer troubles, but 
each was on the contrary, one 
of tht; causes of this anti-fore- 
ign movemeht which broke 



out in 1900. Other results can 
likewise be traced to Germany's 
political move after the killing 
of the Jesuit miesionaries, whom 
she herself excluded from hei! 
territory, Russia's taking of Port 
Arthur was the indirect cause 
of the Russo-Japanese War and 
Japan's subsequent militaristic 
policy. It was likewise the direct 
cause of the Anglo-Japanese 
Alliance in its first form, in 
which the independence of 
Korea WfiS ainong the things 
guaranteed. 

The greatest loss to China 
afteT the subsequent . Boxer, 
troublep, was not so much the 
83^4,000,000 indemnity bat the 
stringent in'ernational treaty 
rrgulations forced upon her, by 
which foreign control of her 
customs was further strength- 
ened, and given such an inter- 
natiopal character as to make 
any change in the tariff regula- 
tions of China a question of 
unanimous international con- 
sent of the treaty-powers. That 
the indemnity itself, at least 
in amount, was unjust to China 
has been explicitly recognized 
by practically all the powers; 
first by the United States in 
renouncing her surplus share 
and then by the other powers 
during the World War who 
agreed to permit China to 
suspend payments Of the in- 
demnity .for a period of five 
years -fkiier the termination 
of the Great War. • But the 
far more serious wrong the 
absolute international control 
of China's customs remains 






nmltereil. The control is 
clumsy because even the tariff 
Bchedules can be altered only 
by unanimous consent of the 
treaty jMwers. 

The control of the customs 
duties ia one of the usual func- 
tions of a sovereiBn state, and 
in practically every country it 
is recognized ns the natural 
method, not only of regulatine 
its foreign commerce but of 
obtaining revenue for the cen- 
tral government. In the Unit- 
ed States, the tariff is regarded 
as of such vital importance to 
the country that it has been 
the main campaign issue be- 
tween the two great political 
parties. 

To Americans Chinese might 
ask: 'If your tariff law was 
settled by the League of Na- 
tions at a Uniform amount of 
five per cent on both imports 
and exportF; if the cuetoms 
were collected ucder foreign 
supervision and the funds paid 
into a British bank, instead of 
into the treasury; if Alterations 
in the schedules cculd be made 
only by unanimous consent of 
the League members; if the 
surplus, after a host of foreign 
ob'.igatiors were paid off, was 
turned over only after the 
diplomatic representatives in 
your country of the League 
members had agreed to it, 
would you not expect to see the 
Wa'^hington government finan- 
cially embarrassed and weak in 
power? Every country, except 
China, represented in this con- 
fererce has complete control of 



its tariff and uses it both for 
protective and for revenue 
producine purposes. Great Bri- 
tain, bffore the G/eat War, 
may have been reearded as an 
exception, but the British Em- 
pire granted to her dominions 
that tariff auton"my, which is 
today denied to China, and hss 
been for more than half a cen- 
tury. This tariff autonomy was 
rightfully regarded as essential 
to the industrial, fiscal and 
general economic welfare of the 
sister nations of the British 
Eppire. 

The political development in 
Chins, as far as the central gov- 
ernment is concerned, is gra- 
dually, despite serious handi- 
caps tending toward a federation 
of the individual provinces. Pro- 
vincial autonomy is the natural 
development of China acd in 
this the actu^,l powers of the 
cntral government will in some 
sense decrease in comparison 
with the powers which Peking 
was nominally snpp'sed to pos- 
sess under the Manchus and 
oven nnder the government of 
Yuan Shih-kai, who for a time 
at least was supposed to exercise 
a strong centrah'zed power. In 
actual fact, China even under 
the former Emperors had pro- 
vincial or local autonomy. Pe- 
king appointed the viceroys and 
even the rulers of the individual 
provinces. But as long as these 
nominally absolute rulers s-nt 
their contribution" to the cap tal 
they were allowed to carry cot 
the administration as they saw 
fit ; and no matter what powers 
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they were supposed to possess 
in thpory the only wise and suc- 
ppspfnl way to "see fit" was to 
follow public opinioD as it 
exietfd among the various 
clasf^es that had influence in 
the provinces or other sub- 
divisioni of the Emp're. Only 
the weak rulers we'-e removed, 
in an apparently arbitrary man- 
rer, by the gfivernmpnt in 
Peking, but in at Jeast nine 
cases out of ten, it was their 
failure to retain the respect and 
olelience of the localities they 
governed that caused their down- 
fall. This provincial autonomy 
is so strong in China that it 
cannot be altered, and from the 
stardpoint of wise statesman- 
ship it should be encouraged. 
On the other hand a central 
government, Btrongenovgh pro- 
perly to represent the country 
in its relations with other mem- 
bers of the family of nations, 
strong enough to enforce agree- 
ments made with foreign coun- 
tries, is even more essential to 
foreign interests than to the 
Chinese themselves. In the de- 
velopment of such a central 
government, the power of con- 
trol over the national customs 
is absolutely essential. 

The history of the United 
States shows that the erowth 
and power of the Federal 
Government from the days when 
the old articles of Confederation 
were discarded was made possi- 
ble largely through the Federal 
control of the tariff that en- 
abled the newly formed govern- 
ment to exert sufficient econo- 



mic ptf s=!ure to compel reluctant 
Rhode Island to enter the Union. 
After the American Civil War 
it was the immense tariff re- 
venue flowing into the coffers 
of the Federal Treasury that 
enabled Ameiioan finance to 
recover its sound position after 
a four year's conflict between 
the States in which the' South- 
ern States were for a tim<? 
eonomicilly ruined. Previous 
to the recent Great War aboiit 
one - third of the Federal 
revenue of the Uoited States 
was received from duties on 
imports. In 1914 China re- 
ceived from the same source 
less than seven per cent. An- 
other interesting point might 
be mentioned in this connec- 
tion. In America, at the time 
the Constitution was adopted, a 
tax on exports was regarded aS 
such an ecoEornic heresy that 
it was actually foibidden by 
the Constitution. Ytt this same 
Qnited States is a party to 
treaties which have f-rced upon 
China for more than half a 
century a daty of five per cent 
ad valorem on practically all 
exports. 

The gradual union of Ger- 
many into a federal state was 
made possible largely through 
the formation in 1833 of the 
German ZoUverein or Customs 
Union. France, Italy, Japan, 
Belgium, Holland, in fact every 
nation represented in this CoU" 
ference, as well as Russia and 
many nations that are not, 
have all at one time or anotljer 
found the regulation of their 
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tariff an important feature of 
the fiscal and general economic 
policy of the central eovern- 
ment. Reciprocity baa likewise 
greatly aided them in regulat- 
ing their trade relations with 
other countries. China alone, 
of h11 the nations in the 
world, has been deprived of this 
economic function of go'vernment 
for more than fifty year?. 
China's tariff is a fUt one 
, of five per cent, on luxuries 
and necessities alike, either 
going in or coming out. Under 
the generally accepted inter- 
pretation of the most-favored- 
Nation clause in dealing with 
China, every foreign nation 
with whom she has treaty re- 
lations enjoys the benefit of 
this five per cent tariff without 
any concessions in favor of 
China. In fact as far as China 
is concerned the proper designa- 
tion would be the "least-favored 
nation clause." If there are 
products of which China wishes 
to favor the export,/, she is 
powerless to remove the five 
per cent export tar.ff. If 
there are luxuries, or othfr .arti- 
cles, the import of which China 
wishes to tax high for. revenue 
purposes or diecourage for 
economic or sanitary reasons, 
or for consideration of public 
morality) she is qaite powerless 
to increase the import duty. 
Tobacco, for instance, ,pays an 
import duty of five per cent in 
China and 355 per cent in 
Japan. Yet China raises and 
exports tobacco, and this is re- 
cognized in all couatries as an 



articlfl which can be taxed 
without nndue hardship on the 
people. The import duty on 
ppirits in England bsfore the 
W«r was about $3.75 a gallon, 
while in China it was nine 
cpinto. In Japan in 19,14 it was 
$2.50 a gallon. Looked at from 
the standpoint of elemental 
principles of public finance, the 
ChineFe tariff, which according 
to the 1918 agreement contains 
nearly 600 enumerafed articles, 
all taxed at what is preeutned 
to bs five per cent of their 
actaal value, presents the crudest 
form on taxation now extant. 
This uniform conventional 
tariff is unscientific, unfair to 
China's four hundred million 
people, and a severe indictment 
of the unjust treaty restrictions 
with which foreien nations 
retard the development of a 
country in wliose material pro- 
sperity and its resultant in- 
creased purchasing power they 
would all share. 

Even tbe five per cent ad 
valorem rate is crudely arrived 
at and misleading. As we have 
mentioned, . the present tariff 
has its beginning in the Treaty 
of Nanking, signed with the 
British in 1842. The duties to 
bs oharced on imports were 
specific, based on five per cent 
of the valuation then roughly 
estimated. A a China's interest 
in foreign trade was at that 
time almost nil, excepi for her 
desire to prevent the importa* 
tion of opium, and as there were 
far more important stipulations 
in the treaty, including the 
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cession of HonBrkonsT) the Chin- 
ese paid little attention to the 
tariff clauses, never dreaming 
that they meant the rtstricting 
of her fiscal powers for more 
thnn half a century. Other 
nations -which msde treaties 
with China adopted as a matter 
of ciurse the tariff arrange- 
metits mad<» by the British. 

In 185S China made, under 
duress, treaties with Great Brl: 
tain, France and several other 
nntioDS, and in these the five 
per cent ad valorem rate was 
universally applied and specific 
mtes on 138 enumerated articles 
were fdopted on th'S prireiple. 
Stipulations were contained in 
the treaties providing for period- 
ical revisions every ten years 
but for various reasons these 
were constantly avoided. Only 
twice, once in 1902 and again 
in 1918, were these revisions of 
specific duties made ; but the 
general princ'ple of a five per 
cent ad valorem import and 
export tax was retained. In 1902 
there were 332 articl S enumerat- 
edin specific dutiee, and in 1918, 
598, thu3 virtually putting the 
major part of the tariff, at least 
for imports, on a specific basis, 
although the five per cent prin- 
ciple governed the rate. Of 
course the general price level 
in China as in the rest of the 
world, has been rising for years, 
and any system of valuation 
which has been revised only 
twice in fifty years is quite 
UDJuat and puts the actual tariff 
in many, cases far below the 
supposed five per cent rate. 



Even in the revision of valua- 
tion made in 1918, prices cur- 
rent in 1912 to 1916 were taken 
as the bas'S which is , of itself a 
lo=s to China from the point of 
view of the tariff revenue she 
would be entitled to even under 
the theory of the treaties. 

The crass injustice to China 
of the conventional tariff is so 
self-evident that it need only a 
brief statement of the facts to 
prove the case; and there arfe 
other grounds on which the 
tariff regulations are equally 
objectionable. The statutory 
tariff regulations of every other 
nation in the world are rightly 
regarded as laws or regulations 
that must be constantly revised 
in order to keep them in 
Agreement with the changing 
trade and fiscal relations of the 
country concerned and even to 
use them for the encourage- 
ment of commerce albng the 
lines thought advisable from 
the viewpoint of national in- 
terest. How important this is 
regarded, and how difficult it 
is to reach a conclusion satisfy- 
ing even one national group, 
is well appreciated here in 
America where the tariff is just 
now a live public question. Under 
the present arrangement with 
China, any alteration has to be 
brought about by a unanimous 
agreement among a group of 
nations every one of which is, 
in some respects, a commercial 
rival of the other in China 
trade. Not since the days when 
the libTum veto of Poland, or 
the pystem of government by 
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the unanimous consent ol the 
higher nobles caused the des- 
truction of that f irmer kingdom 
through its partition by three 
powerful neighbors, has there 
been suoh an example of cum- 
bersome control of an important 
public function as that which 
now governs China's customs 
and to which agreement every 
one of the powers here assem- 
blfid is a party. 

This and other points under 
discussion can be well illu'^trat- 
ed by a brief deFcription of the 
efforts of China to eeek relief 
from a situation which hamperB 
her control of trade relations 
and restricts her activities in the 
field of public finance. Japan 
in the treaty of 1896 promised 
China that the tariff shcujd ba 
revised every ten years. Great 
Britain and the United States 
made the same promise in 
1902, Ten yeare later, in 1912 
and nfter China had become a 
republic, the Foreign Office 
sent a circular note to the re- 
presentatives of the signatory 
powers in Pekirg reouesting a 
revision of the tariff in accord- 
ance with these promises. Bat 
nothing came of the proposal 
The following year after 
the republic was formally 
recongizei the proposil was 
again made to the powers. 
The United States, Great Bri- 
tain and the Netherlands agre- 
ed to China's request ; Italy, 
Russia and Japan made C'unter 
proposals ; and the rest of the 
powers consented to follow the 
majority, China could not ac- 



cept the counter proposals made 
by the three dissenting pow«rfl 
and the matter bad to be 
dropped. In the m''ant'rae, 
however, a six p->wer corsurt- 
ium, including Britain, France, 
Germany, Russia, Japan and 
the United States, (the Ameri- 
can banking group later with- 
drew at the suggestion of the 
government at Washington) 
readily agreed to let China 
have a roorganizxtion loan of 
£25,000.000, b'laring five per 
cent interest, but of which 
China would receive only 84 
per cant net, the othnr six- 
teen per cint representing bank- 
in? commissions and discount ' 
on the sale of boor's wh'ch 
were offered at 90. To enar- 
antee this loan China pledged 
her salt rovenues, and the 
entire snlt administration was 
reorganzid under foreign su- 
pervision and with a host of 
foreign o'fica holders in the 
Silt Gabelle. Thus instead of 
'■arrying cut a promse raadn 
by Jiipan, the United StitfS 
and Great Britain to permit 
a r*>visioa of the tariff, and 
thereby increase the public 
revenue of the hew rppublic, 
which had received world re- 
cognition, the foreign powers 
could agree only on financing 
China by a new loan at us- 
urious rates and by further 
placing under foreign inter- 
national control another of her 
natural sources of public re- 
venue. In other words, al- 
though the nations could not 
agree in giving to the new 
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Chinese republic that which 
she was entitled to iB,nd 
which three of the nat- 
ions had definitely promised 
her, six of the most important 
powers, including two of the 
three who had made objections 
to an urtconditional revision of 
the tariff rates, were quite will- 
ing lo grant the new govern- 
ment a large loan in return 
for further international control 
of China's internal affairs and 
incidentally a further opportun- 
ity for the foreign Ministers at 
Peking to secure additional pos- 
itions for their own nationals 
with the Chinese government. 
While these fruitless attempts to 
obtain a revision of the tariff 
rates were in progress, pricas of 
commoditie=' rose throughout the 
world to such an extent that 
the nominal five per cent rate 
became practically a myth. The 
Customs authorities eftimated 
that by 1916 the Chinese tariff 
on imports wa? practically three 
per cent ad valorum. 

When China in August, 1917 
declared war against the Cent- 
ral Powers, the allies consented 
to a revision of the maritime 
customs. The neutral powers 
subaequently joined the agree- 
ment, whereupon the Diplomatic 
Body in Pelting and the Chinese 
Foreign Office agreed to a tariff 
conference in Shanghai, where 
the Tariff Commission held its 
first meeting on January 5, 
1918. There were delegates from 
Brazil, Belgium, China, Den- 
mark, France, Great Britain, 
Italy, Japan, Netherlands, Nor- 



way, Portugal, Russia, Spain, 
and the United States. In the 
discussions at Peking preli- 
minary to the assemblinsr of the 
conference, the Russian Alinister 
took an active part . although he 
represented no actual government 
to which, his recommendations 
could be referred. The Commis- 
sion shortly after its first meet- 
ing appointed a committee of 
seven delegates, Belgium, China, 
France, Great Britain, Japan, 
Russia and the United States 
to consider China's proposal for 
a provisional tariff. After the 
Commission remained idle for 
nearly three months, it was at 
last informed by its committee 
that a basis of valuation was 
agreed upon. The new tariff 
was prepared on the basis of 
five per cent of the average 
value of merchandise during 
the years 1912-1916, After the 
new schedules were agreed upon 
the representatives of all the 
interested powers in an identical 
note to the Chinese government 
expressed the approval of their 
respective governments to the 
new tariff, which went into 
effect August 1. 

The Chinese Government does 
not intend to adopt a system of 
protective tariff nor to over-tax 
trade, but simply demands the 
revision of the present tariff 
because it is unfair, unscien- 
tific, out-of-date and does not 
meet China's economic needs. 
The prolonged unfavorable bal- 
ance of trade and the constant 
increase of national debt have 
created a serious financial and 
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economio stress which can only 
be relieved by consolidating the 
system of taxation and encou- 
raging the export trade which 
will in turn benefit the impor- 
ters by increasing the people's 
purchasing power. This reform 
has long been overdue, and in 
placing China's case before the 
Conference the Chinese Govern- 
ment have behind them the 
voice of the whole country. It 
is hoped that the friendly pow- 
ers will restore to China the 
same fiscal right as is enjoyed 
by all independent nations eo 
that the Chinese people ma/ 
develop their natural resources, 
become better consumers of the 
world's commodities, and con- 
tribute their share to the pro- 
gress and civil-zation of mankind. 
Previous to the calling of the 
Washington Conference on June 
16, the Chinese Foreign Office 
sent an identic note to the 
Legations in Peking regarding 
the revision of the 1918 Import 
Tariff. This was discussed by 
the Diplomatic Body on July 
5, at which the view was ex- 
pressed that the uncertainty of 
prices of goods which still pre- 
vails would scarcely assure the 
wisdom of carrying out the 
revision at this time. This was 
the opinion expressed by the 
Britith Minister and seemed to 
be shared by other members of 
the Diplomatic Body. In view 
of this opinion, the Japanese 
Minister, on instructions from 
his government, suggested to 
the Diplomatic Body that "as 
a piactioal and equitable me- 



asure, the proposed revrision 
should be postponed for some 
time, say two years, daring 
which time the Chinese Go- 
vernment would be compen- 
sated by temporary imposi- 
tion of reasonable euitax, say 
25 per cent of the existing tar- 
iff after January 11, 1922." 
This proposal of the Japanese 
Minister was submitted to the 
various Legations br the Doyen 
of the Corps anfl is being more 
or less publicly discussed by 
the foreign trade bodies in 
China. The manner in which 
this most recent request of the 
Chinese has been received is 
charasteristic. The foreign 
Ministers virtually admit that 
something "practical and equita- 
ble" should be done. In fact 
in this instance, as on other 
recant occasions, the Japanese 
have virtually led the way. 
But there is also the character- 
istic procrastination seen in the 
suggested postponement for two 
years, as well as the usual and 
natural lack of unanimity am- 
ong the powers, and the neces- 
sity of the diplomatic represen- 
tatives referring the question to 
their governments, which in 
turn consult directly their na- 
tionals having interests in 
China. There is of course 
some explanation, if no excuse, 
for all this as the regulation of 
tariff matters, especially of a 
vast country which is rapidly 
attracting more and more the 
trade of the entire world, is 
not a natural function of a 
Diplomatic Body. Even if the 
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jpquest of the Chinese Govern- 
nipnt, made last June, before 
the oppoitunitieH offerpd by this 
Oonferenre existed, were accept- 
ed in full, thn new revisinn of 
valuation would be only a 
palliative rather than a cure. 
The vicious principle of a con- 
ventional tariff with a univera*! 
five p'r cent rate would still 
remain. 

The present Conferercp, how- 
ever, offers to both Chinese 
a> d foje gn^rs an ide^il oppor- 
tunity to discuss and settle once 
for all, ard in a through man- 
ner, this question, in which all 
are interested and which grows 
moe acute year by year. Wh 
make aj appeal for tariff 
autonomy; for the restitution 
of our tarit rights taken from 
us more than half a centuiy 
ago at the sun's muzzle, and 
under totally different condi- 
tions. We make the appeal not 
alone on grounds of justice or 
international equity, but on 
the more mateiial ground of 
enlightened mutual self inter- 
est. We do not ask for the 
return unoinditionally, but 
conditioned on every reasonable 
and practicable stipulation 
necessary to safe-guard the 
financ'al obligations which are 
due you by treaty provisions. 
We are willing to guarantee 
even the minor, yet practical, 
consideration of the rights and 
even privileges of the foreigners 
now employed in the maritime 
customs, whose services were well 
rendered and have earned the 
gratitude of the Chinese them- 



selvres. 

We shall abolish the vexatious 
internal likin tax, which is as 
detrimental to the foreigner 98 
to the Chinese. In fact in yield- 
ing oa this point we believe 
that we sball be the ones to 
eain the most; just ss we are 
confident that after tariff au- 
tonomy is firmly eBtfiblished in 
China, the foTeigner will gain by 
it q'lite as much as the Chin- 
ese. We caa undertake the aboli- 
tion of likin because not only 
the people rf China are against 
it but also the Governors, both 
military (Tuchun) and civil, 
of the provinces have recmtly 
signified their readiness to carry 
out this program so soon as 
this question is satisfactorily 
set' led by the Conference. 

Oar interest is not to stifle 
trade but to encourage it. 
Your interest in our iacreas- 
ed purchasing power may be 
purely selfish but it is a mani- 
festation of selfishness from 
whiclf Chinese have nothing to 
fear and much to gain. The 
fiscil rights you will thus restore 
to us will give ev(=ry encourage- 
ment to the formation of a strong 
national government in China. 
Search the pages of all modern 
history and you will fail to 
find a single instance of any 
national government worthy of 
the name existing without the 
means of obtaining sufficient 
rtvenue through the usual 
methods of puVlic taxation, 
assessed and levied along broad, 
economic lines. 

The government of China is 
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poor and weak. It should and 
shall b? sfroDK. Although poor, 
China does not come to you a 
beggar pleadirg poverty as an 
excuse to repudiate deb';", how- 
ever onernus, or even unjust in 
their origin. Repudiation of de- 
bts is somethirg foreign to the 
Chinese character. We ask in 
the name of Justice and of fair 
business dealing for the right to 
make full use of the usual, 



prnctiral, most effcient and 
only safe way for the Chirpse 
gowrnment to rppay these obli- 
gations. R'turn tfi us onr tarff 
autonomy and we bind the 
Cbinpse Government, we plpdge 
th» Chinese nation, to repsy in 
full and on each date due every 
foreign obligation for which o't 
customs revenue now star da 
hypothecated. 
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CHAPTER ir 



COMMITTEE DISCUSSIONS 



China's tariff was first brought 
np for formal distuPBion st the 
Fourth mpptints of thn Com- 
mittee on Pacific and Far Eae- 
tprn Queptions, when Senator 
Underwood, one of the Ameri- 
can DeleKation, made the sugKes- 
tion for the appointment of a 
sub-eommittpe to study the ques- 
tion of Ghinepe revenue. I 
reproduce below the official 
minutes of the meeting, as well 
as the press statement that was 
given out on the adjournment 
of the meeting. 

Senator Underwood said that, 
with the approval of his Amer- 
ican and Chinese colleague', 
he desired to make a sugeestion. 
The committee had already 
agreed, he saiJ, to the principle 
of the eovereignty of the Chip- 
ese Government and the integ- 
rity of Chinese territory, but it 
was well known that a govern- 
ment could not be strong 
enough to meet its outside ob- 
ligations unless it had an ad- 
equate revenue. China bad grave 
difficulty, at the present tilne, 
in raising sufficient revenue; 
the main source of revenue was 
the customs ' dues, which were 



entirely inadequate; some un- 
derstanding might be reached 
relative to this question and 
the source and amount of cus- 
toms revanuea in the future; an 
investigation to ascertain the 
facts in the case would be necess- 
ary, until the facts were avail- 
able there was no foundation 
on which to base a discussion. 
He suggested therefore that the 
matter be referred in fome way 
to a committee for adequate 
investigation and a report of 
facts and conclusions. 

Mr. Balfour said that probably 
all tbos") present would agree to 
adopt Mr. Underwood's proposal 
to send the quostion of the 
Chinese customs tariff to a 
technical committee. He hoped, 
however, that the scope of tbs 
committee's reference wopld not 
be too narrowly conceived. 
Twenty years ago the British 
Gnvernment bad agreed that the 
Chinese customs tariff should 
be raised from 5 per cent to 
12 1/2 per cent, provided that 
the Chinese Government would 
remove the "likin"; that was to 
say, the barrier to internal 
trade. He hoped that this sub- 
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jpct would not be excluded from 
the committee's pur-view. An- 
othpr question whioh he hoped 
would not be excluded was that 
the proceeds of the increflge (in 
customs rtvenuep) should be 
used for an improvement in the 
sreneral administration of Chinn. 
The difficult'es under which 
China was laboring, to which 
the chairman had more than 
once referred, did undouhtedly 
create some difficulties. He hop- 
ed thenfore, that inevitable 
questions collateral to the quef- 
tion of the cuBtoms tariff would 
not be exsluded from the com- 
mittee's reference. So anxious 
was he himself to get informa- 
tion that ho hoped the com- 
mittee would not be circumscribed 
by technical restrictions on the 
scope of its activlt'es. 

The chai^-man remarked that 
what Mr. Balfour, had just said 
was pertinent and in harmony 
with what had gone bsfore ; 
nothing which the committee 
could discuss was of more im- 
portance than the question of 
adequate revenue ; it would not 
do to set up two committees, 
one dealing with the question 
of revenue and the other the 
question of customs ; there 
could be a single f.ommittee to 
deal with the whole quest'on of 
revenue, (Mr. Underwrod as- 
sented to this amplification of 
his suggePtion.) The chairman 
continued that this question 
would, of courtse, require very 
close examination by the most 
expert men ; the delegates 
might make guggestions as to 



who they desired to have ap- 
pointed. 

Senator Schanzer said that 
the Italian delegation was quite 
prepared to f-ccept the proposal 
to have a technical investiga- 
tion as sugg'^sted by Senator 
Underwood and as amplified by 
the chairman. He b.rlieved jt 
preferable, however, to have 
the committee cons'st only of 
experts, rot of experts and 
delegates, So that the responsi- 
oility might be kept well sepa- 
rated ; he pusg^sted that each 
delegation appoint two expsrts 
to the committee. 

Mr. Sarraut said that he fully 
rerogniz'^d the importance of 
the euggpstion made by Senator 
Underwood and ho was quite 
ready to accept the principle of 
a meeting nf a committee of 
experts for the examination of 
the financial question ; but it 
seemed to him that the debate 
could not be so. narroweil, and 
that a discussion must be un- 
dertaken on much broader lines. 
The committee, he said, must 
kmw what the Chinese delega- ') 
tion meant by the wording of 
pa,rdBraph 5. The conference 
was confronted by a de facto 
situation. For 50 or 60 years 
China had made to the powers 
a s-^^ries of concessions, some of 
a territorial nature, others of an 
administrative nature. What 
were the rights whose restitu- 
tion she demanded ? The com- 
mittee must know where it was 
going. Mr. Sarraut took as an 
example the question of ex- 
traterritoriality. One of the 
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grounds on whioh the powers 
might deem difficult the re- 
nanoiation of this was that they 
found in it a guaranty for the 
protection of life and property 
of their nationals. Was China in a 
position to famish equivalent gua- 
antieB ? No doubt the financial 
question was of very great im- 
portance and it was perhaps the 
key to the other problems be- 
cause its solution was necessary 
for the consolidation of the 
Chinese Government ; but before 
it WHS taken up the precise 
meaning of paragraph 5 must 
be determined. 

The chairman remarked that 
what Mr. Sarrant had siid was 
closely in ^ line with his own 
ideas ; be had not thought of 
having a vote at that time in 
regard to the fifth Chinese pro- 
posal ; the committee could not 
deal with it without, knowing 
what it was about and China mu«t 
furnish information as to wbat 
she wanted. But, as the coaa- 
mittee was discu'sirg the ques- 
tion of limitations, knowing that 
there were restrrctiojis having 
to do with revenue, Senator 
Underwood had suggested that 
a start be made by taking tbem 
up. The chairman did not be- 
lieve that th'S proposal was in 
conflict with what Mr. Sarraut 
had said. The question at the 
moment was : Should theie be 
a sub - committoe appointed to 
deal with the question of rev- 
enue to consist of not more 
than two experts appointed by 
each delegation ? Each de- 
legation would, of course, want 



to be most expertly advised- 
Mr. Koo believed that the 
question of levenue was one of 
the most important questions 
and that Senator' Underwood's 
suggestion had been made with 
a view as much to its import 
as to the expediting of progress 
in the committee. At the same 
time he thought that the me- 
thod of approach suggested b/ 
Mr. Sarraut was logical and 
probably susceptible of more 
rapid progress in the long run. 
The present situation in China 
bad not arisen in one day ; it 
dated back in its origin SO 
years. It was due to trppties 
raad'i in circumstances wheh 
China was precluded from ex- 
pressing her will freely. A 
situation had now arieen which 
was not only full of danger 
for China's future, but a cause 
of anxiety for the peace of the 
Far East. China knew that the 
cumulative results of 80 years 
could not be wiped off at this 
conference, but the Chinese de- 
legation felt that a serious effort 
should be made with a view to 
stabilizing the Telations between 
China and the powers here in 
the conference as well as all 
other treaty powers. Mr. Sar- 
raut's suggestion coinc'ded with 
that of the Chines^e delegation. 
The Chinese delegation had in 
fact prepared a list of specif c 
questions which it thought 
should be discusped at the con- 
ference not neceasarilj' for the 
purpose of finding an irpmedi- 
ate solution for every one of 
them, but with the idea of sur- 
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veying the Rround and koow- 
ioK where China and the other 
powers represented at the con- 
ference stood. 

There were two points, how- 
ever, which the Chinese delega- 
tion could not over emphasize: 
(1) A stop must ba put to far- 
ther enoroachmenls on tbe 
administrative and territorial 
intesrity of China, and a line 
must be drawn to safeguard 
tbe future; and (2) an earnest 
effort should be mads to remove 
as many as possible of the 
existing limitations and in- 
fringements upon China's ex- 
ercise of her sovereign rights. 
The resolutions adopted yester- 
day were apparently intended 
to safeguard the future of 
China, but present conditions 
should be examined with a 
view to their amelioration, be- 
causa such a step would be as 
much in, the general interest 
as in that of China. It would 
advance the cause of peace in 
the Far Eist. 

It was with this spirit tliat 
the Chinese delegation asked 
the privilege to present to tbe 
committee a list of concrete 
questions which might be put 
generally in two classes: (I) 
Tho?e limitation'? having a con- 
tractual and treaty basis, such 
as customs and extraterritori- 
ality and (2) others not bavirg 
such a basis, as for example, 
the maintenance in China of 
foreign post offices, the presence 
of foreign troops io certain 
parts of Chinese territory which 
had not been consented to free- 



ly by China, and the establish* 
ment of fore'gn wireless stations 
in China. These questions would 
be presanted at the committee's 
next meeting. At the present 
meeting the Chinese delegation 
was ready to discuss tariff 
autonomy, if the committee 
desired. The appointment of a 
8ub-3ommittee would probably 
be a useful step to take. 

Mr. Koo wished to point out 
that the Chinese tariff question 
bad two aspects, namely, the 
political and the technical as- 
pects. The technical aspect 
ehould certainly be exammed 
by a S!ib-committee of experts, 
but a general discussion by the 
committee of the whole on the 
political aspect of the question 
would be exceedinely useful. If 
it was desired by the committee, 
he would gladly make a state- 
ment of the tariff question in 
respect of its general aspects. 

The f hairman remarked that 
if the Chinese delegat'on was 
prepared to make a statement 
oa this or any othej; question, 
there was no objection. 

Sir Robert Borden said that, 
as he understood tbe , proposal 
made by Senator Underwood, 
its purpose was to forward the 
second resolution adopted on 
the previous day. It had been 
well pointed out that a stable 
government required a Rtable 
and adequate revenue. Conse- 
quently it appeared desirable 
that the question should be 
referred to a sub-committee in 
order that the committee might 
have a report , as to what was 
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practicable, and migbt enter a 
discussion with full knowledge 
and arrive at an agreement. 
This appeared very desirable 
from China's point of view, and 
this proposal did not appear 
inconsistent with the desire of 
the Chinese delf gation to make 
a statement of its point of view 
on certain questions. It was 
important that this statement 
should be made and considered, 
but that, in the meantime; the 
proposed committee should be 
appointed. 

Senator Lodge agreed with 
Sir Robert Borden in regard to 
taking one subject and going 
ahead with it, without in any 
way interfering with any gen- 
eral statement from the Chi- 
nese delegation. Ha wanted to 
say, however, that the delegates 
were the men repponsible for 
the work of the conference and 
would have to act on the ques- 
tions at issue sooner or later. 
It therefore seemed to him 
most practical that the sub- 
committee should be composed 
of members of the conference, 
one representing each power; 
this Bub-committee could send 
for and experts they might 
desire to hear. It seemed that 
time would be saved in this 
way. 

The chairman said that what- 
ever might be done in regard 
to the appointment of a sub- 
committee would not stand in 
the way of any suggestions or 
views upon general questions, 
such as tariff or revenue; 
which China might desire to 



make. The chairman then in- 
quired whether it was agree- 
able to the committee to have 
the sub-committee composed of 
a representative of each delega- 
tion, with power to call to its 
aid each experts, individually 
or collectively, as might be 
desired. 

Baron de Cartier desired to 
have the right to designate 
some one to sit for him on the 
sub-committee, in view of the 
fact that he was the only de- 
legate of Belgium, There was 
general agreement that he 
should have this right., 

Mr. 8z9 said that the pro- 
posal of the Chinese delegation 
would ba delayed until the 
next meeting. The Chinese 
delegation, be said, was in 
accord with Senator Lodge's 
proposal, and also with what 
had been agreed upon at the 
other meetinss of the com- 
mittee. As to the question of 
China's revenue, he said that 
the powers had taken nearly 
a year in attempting to revise 
the Chinese tariff two years 
ago ; hence the Fcope dfi the 
Bub-committe« should be limited 
to dealing with such revenue 
as coal'i be increased, levenue 
that could be raised from 
sources affecting foreigners ; 
the whole Chinese regime was 
too brosd a subject. 

The chairman euggested that 
the scopa of the sub-committee 
should not be limited ; in view 
of the fact that it would ba 
composed of mpmbers of the 
committee, it could be allowed 
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to determine its own limits ; 
it would soon be able to see 
how far it nould go, and would 
have in mind some sort of a 
possible project, not the pre- 
sentation of a budget to China. 

The chairman then askpd 
whether there was an ngree- 
ment that a sub-committee 
should be Appointi^d, composed 
of one repi-eseritative from 
each power, Belgium to have 
the right to substitution, and 
each power to be allowed to 
call in such experts as were 
desired. 

Vice Admiral Baron Kato, 
speaking in Japnnese, which was 
translated into English by Mr. 
Ichihashi, said that he agreed 
heartily, but that, as one of the 
Japanese delegates w<)S ill, the 
Japanese delegation desired that 
it be permitted to send a sub- 
stitute when necessary. This re- 
quest received the assent of all 
present. 

After some discussion the fol- 
lowing etateknent for the press 
was decided upon : 

"The Committee on Pacific 
and Par EiPtem Qaestions met 
at the Pan American Building, 
November 22, at 11 a m. All 
members Wfire present except 
Baron Phidehara and Slgtior 
Meda. The committee discussed 
the matter of the limitations 
upon the administrative auto- 
nomy of China, with particular 
reference to those connected 
with revenue, and, on Senator 
Underwood's proposal, deeded 
to appoint a sub-committee con- 
sisting of a representative of 



each of the nine powers for the 
purpose of examining facts and 
stating their conclusions to the 
full ccmmitteo. The sub-com- 
mittee to have power to call in 
such expert opinion as it might 
desire." 

At the fifth meeting of the 
Committee on Pacific and Far 
Eastern Questions, held Novem- 
ber 3, China's tariff was again 
discussed. The official minutes 
of the meeting say : 

The chairman then proceeded 
to the discussion of the ques- 
tion of the administration of 
the Chinese customs and an- 
nounced that he had ventured 
to sujgest to the Chinese Dele- 
gation that, in the interest of 
giving the discussion an order 
that might produce the best 
results, they refrain from pre- 
senting a full list of subj-^cts 
and that they bring forward 
these- questions one at a time, 
rather than involve any general 
discussion. If there was no 
objection, thpy would proceed 
with this understanding. 

Mr. Koo, making a statement 
on behalf of the Chinese Dele- 
gation, said that he would ea- 
gaee the attention of the com- 
mittee for a few minutes on a 
very important question, name- 
ly, the question of tariff auto- 
nomy. Prior to the year 1842, 
China had enjoyed the full 
right of fixing her customs 
duties. But in that year 
and in the subsequent years, 
she had made treaties with 
Great Britain, France, and the 
United States, in which for the 
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first time a limitation was im- 
posed on this full right. The 
rule of 5 per cent ad valorem 
was thereby established, and 
Jater a schedule was fixed upon 
the basis of the current prices 
then prevailing. In the years 
preceding 1858, prices began to 
drop, and the 5 per cent cus- 
toms duty collected appeared 
consfquently to be in excess of 
the 5 per cent prescribed. A 
revision was therefore asked for 
by the treaty powers and was 
effected in 1858. From that 
time until 1902, however, "as 
prices mounted and the Chin- 
ese Government bad been re- 
ceiving lees than the 5 per cent 
rate, no request was made on 
the part of the treaty powers 
for a revision. If the Chinese 
Government did not at that 
time press for a revision, it was 
only becau'-e the needs of the 
Government were then com-i 
paratively few and the revenues , 
collected, smtll as they were, 
were not inadequate to meet 
the requirements. 

It was only in 1902, as a 
result of the Boxer uprisirg, 
that another revision was made 
with a view to raising sufficient 
revenue to meet the newly im- 
posed obligations arising out of 
the protocol of 1901, In that 
tariff, however, the rates were 
calculated on tne basis of the 
average prices of 1897-1899, the 
then prevailing prices not be- 
ing taken into account. But the 
revenue collected according to 
this increased tariff was hardly 
suffioient to meet the obliga- 



tions of the indemnity. In 1912 
another attempt was made to 
revise the tariff in order to 
bring it more in accord with 
actual prices. It proved to he a 
failure, ag the unanimous con- 
sent of some 16 or 17 Powers 
was not obtained. It was only 
after six years o! protracted 
negotiation that arother re- 
vision was effected in 1918. 
The purpose of this revision 
was to increase the rate to an 
effective 5 p^r cent, but the 
resulting tariff, which was now 
in force, yielded only 3 1/2 per 
cent in comparison with the 
prices of commodities actually 
prevailing. 

Dr. Koo asked on behalf of 
the Chinese delegation for the 
recovery by China of the right 
to tariff autonomy. He said 
that in the first place the exist- 
ing regime in China constituted 
an infringement of the Chinese 
sovereign right to fix the tariff 
rate at her own discretion — a 
right enjoyed by the States 
throughout the world. 

Again, it deprived China of 
h^r power to make reciprocity 
arrangements with the powers 
and ran counter to the prin- 
ciple of equality and mutuality. 
While foreign goods imported 
into China had to pay only 5 
per cent of import tax, goods 
of Chinese origin imported to 
foreign countries had to pay 
customs duties of maximum 
rate. For instance, Chinese tea 
imported to the United King- 
dom had to pay 1 shilling per 
pound, which meant 25 per 
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cent, as the price there was 
about 4 shillingg per pound; 
Chinese tobacco on importation 
into Japan had to pay 350 per 
cent; raw silk into Japan, 30 
per cent; ard manufactured 
Bilk into the United States, 35 
to 60 per cent. Such a regime 
constituted a stious impedi- 
ment to the Chinese export 
trade and to China's economic 
development. 

Moreover, a uniform rate for 
all kinds of commodities with- 
out latitude to differentiate 
rates bstween luxuries and ne- 
cessaries had obvious disadvan- 
tages. For example, it was 
evident that machinery and 
similar merchandise so much 
needed by China ought to pay 
a low rate, while on the other 
band luxuries, such as cigars 
and cigarettes, should, be more 
heavily taxed, as much for 
mitigating or preventing the 
injurious effects on the morals 
and social habits of the people 
from the use of these luxuries 
as for raising more revenue. 
The Chinese tariff was therefore 
not a scientific one, as it failed 
to take into consideration the 
economic and social as well as 
the fiscal needs of the Chinese 
people. 

Continuing, Dr. Koo said that 
the present tariff caused a seri- 
ous loss of revenue to the Chin- 
ese exchequer. Customs duties 
formed one of the most import- 
ant sources of revenue of a coun- 
try. Great Britain, for example, 
received 12 per cent out of her 
total revenue; France, 15 per 



cent; United States, 35 per 
cant. (In giving these figures, 
he said he would be glad 
to hear his coll^ajgaes cor- 
rect him, if they were not ac- 
curate to date.) The Chinese 
customs revenue, on the other 
hand, played, for nearly 100 
years, a comparatively insignifi- 
cant pirt in the national reven- 
ue. Besides, a large part of 
China's customs revenue was 
pledged to meet various foreign 
loans secured thereon, and this 
fact again reduced the amouat 
available for the needs of the 
Government. 

Farthemore, under the exist- 
ing customs regime it was ex- 
ceedingly difficult to revise the 
tariff, even for the modest pur- 
pose of raising it to an effective 
5 psr cent. The revision ot 
1902 was the first revision in 
44 years, and the resulting 
tariff yielded only 2k per cent 
in comparison with the market 
value of the imports, i.e., 2^ 
per cent less than what could 
have been collected if the tariff 
schedule had been revised to 
date. The revision of 1918, as 
was pointed out, was effected 
only after six years of negotia- 
tion, and being based on the 
average prices of 1912 1916, 
the new tariff of 1918 was 
yielding only 3 1/2 per cent. 
But even an effective 5 per 
cent import tariff, which would 
probably produce an additional 
revenue of nearly 15,000,000 
tales, might, however, still 
prove inadequate to meet the 
manifold needs of the Chinese 
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Government, such as those for 
education I road building, sanita- 
tion, and public welfare. 

In view of th« foregoing rea- 
sons, Dr. Koo asked the 
powers to agree to the restora- 
tion to China of her tariff 
autonomy. In making this re- 
quest, the Chinpse Government 
entertained no desire to inter- 
fere with the present adminis- 
tration of the maritime cus- 
toms, which was generally 
considered to be efficient and 
satisfactory, nor to interfere 
with the devotion of the funds 
of the maritime customs to the 
liquidation of foreign loans se- 
cured thereon. What he had 
uppermost in mind in asking 
for the recognition of China's 
tariff autonomy was the right 
to fix and differentiate the 
tariff rates. As the establish- 
ment of such a new regime 
would require time, it should 
come into force only after a 
pariod to be agreed upon. Be- 
fore that period, a maximum 
rate should ba agreed to, and 
within that maximum rate 
China should enjoy full free- 
dom of differentiating rates, for 
example bitween luxuries and 
necessaries. But negotiation for 
the purpose of fixing a max- 
imum rate might take months, 
and a<* the present Chinese 
financial condition needed some 
immediate relief, it was pro- 
posed that on and from Janu- 
ary 1, 1922, the Chinese im- 
port tariff should ba raised to 
12 1/2 per cant, a rate mention- 
ed in the Chinese treaties with! 



Great Britain, the United 
States, and Jnpin. 

Senator Pearce asked Mr. 
Koo if, having given the ratio 
between customs revenues and 
total revenues found to exist in 
three other countries, he would 
not give the parcentage that the 
customs revenues of China bore 
to the total revenues of the 
central Government. 

Mr. Koo answered that, so 
far as he could recall, import 
duties would total approximate- 
ly 10 per cent of the national 
revenue, hut this figure was 
subject to verification. 

Senator Lodge stated that, 
unless he had misunderstood, 
Mr. Koo's statement was to the 
effect that the customs revenues 
of the United States amounted 
to 35 per cent of its total re- 
venues. He stated that actually 
they only amounted to about 
8 per cent, inasmuch as 
the total revenues for the 
current year totalled about 
64,600,000,000, of which $350,- 
000,000 was derived from customs 
revenues. The tariff this year 
was expected to raise a large 
revenue, but certainly not over 
15 per cent. 

Mr. Koo inquired if the figures 
he had given (35 per cent) 
were not approximately correct 
for the period preceding the 
war. 

Senator Lodge agreed that 
they were approximately cor- 
rect. 

Mr. Root stated that the treaty 
of 1903 between the United 
States and China contained a 
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provision conceminK the aboli- 
tion of likin and proceeded to 
read Article IV of the treaty, as 
follows: 

"The Chinese Government, 
recognizlnK that the existing 
system of levying dues on 
goods in transit, and especially 
the system of taxation known 
as likin, impedes the free cir- 
culation of commodities to the 
general injury of trade, hereby 
undertakes to abandon the levy 
of likin and all other transit 
dues throughout the empire and 
to abolish the offices, st9tions, 
and barriers maintained for 
their collection and not to est- 
ablish other offices for levying 
dues on goods in transit. It is 
clearly understood that after 
the offices, stations, and barriers 
for taxing goods in transit hava 
been abolished no attempt shall 
be made to reestablish them in 
any form or under any pretext 
whatsoever." 

Continuing, Mr. Boot stated 
that the treaties of 1902 and 
1903 between China and Great 
Britain and Japan, respsctively, 
contained provisions of similar 
effect, and that the increase in 
customs duties to 12 1/2 par 
cent, as proposed in those trea 
ties, was clearly intended as a 
consideration for the abolition 
of likin, and inquired of Mr. 
Koo what proposal, if any, he 
was ready to make with regard 
to "likin." 

Mr. Koo answered in the 
following sense: 

That likin was a handicap 
to the internal, as well as the 



external, trade of China, and 
that the substantial classes in 
China were for its abolition. 
He added that the Goverrment 
would be prepared to ab>jlish 
likin if tariff autonomy were 
granted, and if it were possible 
to agree on an increase in 
customs duties, which would 
compensate for its abolition. 
He considered the original pro- 
position of an increase to 12 J 
per cent as hardly sufficint 
to-day, in view of the great 
increase in public expenses. 

The chairman gave it as 
his understanding that under 
the present system there was 
a transit tax of 2i per cent, 
which amounted to a com- 
mutation on all likin, and in- 
quired if this generally ap- 
plied. 

Mr. Koo replied that foreign 
merchandise imported into 
treaty ports paid only 5 per 
cent and imported into all 
other parts of China paid an 
additional 2^ per cent, and 
that advantage of this arrange- 
ment was very generally taken. 

The chairman pointed out 
to the delegates that this 
meant that goods going to the 
treaty ports were taxed only 
5 per cent, whereas goods go- 
ing to any other part of 
China paid altogether about 7i 
per cent. Inasmuch, however, as 
this was a very technical point, 
he suggested that unless there 
was to be more discussion it 
should be referred to the special 
sub-committee. 

Baron de Gartier suggested 
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tbat tl^e question was perhnps 
susceptible of possible favorable 
action by the full committee 
and that discussion might possi- 
bly lead to instructions to the 
special pub-committee, addine 
that, if this were done; it would 
be a distinct forward step. 

Senator Underwood called 
attention to the fact that stable 
conditions in China would bf 
for the benefit of all those 
rations who did basiness with 
China and that such conditions 
were desirable. Pointing out 
that it was recognized as axio- 
matic that no government can 
function effectively without 
revenue, he said that the com- 
mittee, in woriiing to secure 
ample revenue for China was 
laying the cornerstone for sta- 
bilization in that country. He 
remarked tbat he did not con- 
sider the transportation tix as 
a tax on imports and added 
that the United States bad had 
a similar tax. Continuing, Sen- 
ator Underwood pointed out the 
necessity of refraining, as far as 
possible, from disturbing existing 
trade conditions; as readjust- 
ment and revision should b« 
made with a view to avoid- 
ing any disturbance of estab- 
lished channels of tiade. It 
seemed advisable, in view of 
the efficiency of the present 
system of administration, that 
it should not ba disturbed. In 
his opinion no arbitrary rates, 
such as 12 1/2 per cent, should 
be decided upon, but rather 



such changes should be made 
as to assure a revenue sufficient 
to keep China out of debt. It 
was important that every cent 
collected should bo to meet the 
expenses of govornment. He 
added that Mr. Koo's sugges- 
t'on that China shouid have 
the right to chnrge more duty 
on luxuries than on necessities 
was a reasonable onci bat argu- 
ed that a simple and not a 
complicated tariff was desired. 
Finally, the needs of the Gov- 
ernment should be clearly 
known and the customs levi* s 
chingfd to meet them. 

The chairman called for 
further remarks, but, as none 
were forthcoming, he announced 
that, by agreement, the ques- 
tion of customs duties would be 
referred to the pub-committee to 
which the following had been 
appointed : Onited States, Sen- 
ator Underwood, fhairman ; 
B'^lgium, Baron de Cartier, M. 
Cattier as nltornate ; British 
Empire, Sir Robert Borden, Sir 
John Jordan as alternate ; 
China, Dr Koo ; France, M. 
Sarraut ; Italy, Senator Alber- 
tini, S'gnor Vicerzo Fileti as 
alternate ; Japan, Mr Hanihara, 
Netherlands, Jonkheer Beel«erts 
van Blokland ; Portugal, Capt. 
Vasconoellos The chairman 
then requested the Chinese dele- 
gation to advise the committee 
what questions it proposed to 
take up at the next meeting, 
so that the members might 
come prepared to discuss them. 
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CHAPTER III 



REPORT OF SUB-COMMITTEE 



It was not until the Sfven- 
teenth meetirg of the Com- 
mittee on Pacific and Far 
Eastern Qaeetions, held on 
January 6, that the £ut-Bom- 
mittee on the Chinese Customs 
tariff was ready with its rejiort. 
The minutes of the meeting 
follow. 

Senator Underwood said that 
he desired to present the report 
of- the sub-committee on the 
Chinese customs tariff, but in 
advance of reading the report 
he wished to make a short 
statement to the committee in 
explanation of what the sab- 
committee had done. 

He desired to express his 
appreciation of the attitude of 
the delegates on the sub-com- 
mittee with respect to the 
broid principles involved in a 
matter so serious as that which 
touched the financial resourcps 
of the Chinese Government. He 
felt that they had approached 
the subject in an admirable 
spirit of collaboration with a 
view to achievements of a con- 
structive order which would 
not only meet the present ex- 
igencies and assist in stabilizing 



economic conditions in Chinai 
but would go much further by 
removing elements of friction* 
in the general trade adjust- 
ment. 

The importance of this agree- 
ment in reference to trade con- 
ditions in Chin<i, which to a 
large extent were controlled by 
the duties levied at the customs- 
house, went, Senator Under- 
wood thought, much farther 
than the mere questioi of the 
money involved. As he had 
stated some time ago, he thought 
one of the principal causes of 
irritation and difference between 
the nations of the world arose 
from their trade conditions, and 
when one nation felt that 
it was not standing on an 
equality with another nation it 
was likely to bring about con- 
ditions of unrest that might 
lead in the end to war ; and 
the great purpose of this con- 
vention was to eliminate the 
cau°e9 of war. Therefore Senator 
Underwood thought that the 
members of the committee could 
congratulate themselves at this 
time that they bad reached, in 
the report that he would pre- 
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sent, an understanding to wipe 
out the diRcriminatioDS on the 
border of China in reference to 
cu«tomB duties and that would 
make all the couDtries of the 
world feel that they would here- 
after have an open door that 
mpant equal opportunity of 
trade. 

The Chinese tariff, haing a 
treaty tariff and depending 
upon the unanimous consent 
of the treaty powers, would 
have presented difficultips of 
agreement respecting revieion or 
improvement in the system 
which would have been almost 
insurmountable had it not been 
for the generous and open- 
minded attitude of the powers 
with respect to the broader 
purposes of their deliberations. 

The last revieion of the 
tariff took place ih 19<8. The 
revision was for the purpose of 
bringing the rates up to a 
basis of 5 per cent effective. 
The basis of revision was. how- 
ever, the average of the values 
of imports as they appeared 
upon invoices during the yeaiB 
1912-1916. The rates fixed by 
this revision and which became 
effective in August, 1919, were 
to last for at least two years 
after the end of the war, at 
which time another revision 
might be made. Manifestly, 
valuations based on an average 
of values from 1912 to 1916 no 
longer represented the true 
value of importations, and as 
a result the revision of 1918, 
instead of producing revenue 
representing 5 per cent effective, 



notaally produced only about 
3 5/2 psr cent effective. 

The agreement in its present 
form, Senator Underwood said} 
contained provisions relating to 
two distinct phases of tariff 
readjastment, namely, those 
which might become immediate- 
ly applicable without taking 
treaty form requiring ratifica- 
tion and those which must be 
embraced in a treaty and which 
would require ratification. The 
first of these related to the im- 
mediate revision of the present 
tariff to a basis of 5 per cent 
effective and the second related 
to subjects to be dealt with in 
a special conference which would 
b9 charged with taking measures 
looking to the speedy abolition 
of likiu and the application of 
surtaxes, together with the re- 
alization of the principle of 
uniformity in the rates of 
customs duties on all frontiers 
whether land or maritime. 

The stages, therefore, of ap- 
plying the terms of the agree- 
ment were as follows: 

1. A committee of revision 
would meet forthwith at Shang- 
hai to revise the present tariff 
to a basis of 6 per cent effective. 
This revision would become 
effective two months after publi- 
cation without awaiting ratifica- 
tion. It would provide an 
additional: revenue amounting to 
about $17,000,000 silver. 

Senator Underwood here said 
that he wished it to be under- 
stood, that the figures he gave 
here were substantially accurate. 
He was sure that all membeiB 
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of the committee realized the 
imposaibility of getting abeolute- 
ly accurate fiKure3, but they 
were substantially correct. 

2. Immediate steps would be 
taken for a snecial conference 
represeatioK China and the 
powers charged with the doty 
of preparinK the way for the 
speedy abolition of the likin 
and the bringing into effect of 
the surtaxes provided for in 
the t'l^eaties between Chira and 
Great Britain of 1902 and 
China and the United State? 
and Japan of 1903. The special 
conference would likewise put 
into effect a surtax of 2| per 
cent ad valorem) which would 
secure additional revenue 
amounting to approximately 
$27,000,000 silver, and a special 
surtax on luxuries, not exceed- 
ing 5 per cent ad valorem, 
which would provide a still 
further revenue amounting to 
$2,167,000 silver. The ad- 
ditional revenue from cus- 
toms duties provided in the 
present agreement would fall 
into four categories, as follows : 

1. Increase to 5 per cent 
effective, $17,000,000 silver. 

2. Surtax of 2i per cent, 
$27,000,000 silver. 

3. Surtax not exceeding 5 
per cent on luxuries, $2,167,- 
000 silver: 

4. Total additional revenue 
$46,167,000 silver. 

With the completion of the 
work of the special conference 
carrying into effect the abolition 
of likin and the application of 
the surtaxes provided in the 



treaties with Great Britain, 
Japan and the United States, 
the additional revennn provided 
should amount to $156,000,000 
silver. The present tariff pro- 
ducpd revenue at the rate of 
$64,000,000 silver for 1920. If 
to this were added the addition- 
al revenue provided for in the 
agreement, thp total yield from 
customs duties would amount 
to $110,167,000 silver. Aside 
from these measures, there 
were important provisions in 
the agreement relating to future 
revisions of the tariff with a 
view to maintaining it on a 
correct basis of valuation so that 
it might produce revenue at the 
effective rates to which China 
was entitled. Following the 
immediate revision there would 
be a second revision in four 
years and subsequent revisions 
every seven years. 

Heretofore there had been 
some difficulty encountered in 
securing revisions regularly. The 
special conference was charged 
with the duty of providing 
means whereby future delays 
in revision might be avoided. 
Carrying into effect the general 
agreement already adopted by 
this conference, there was a 
provision in the present agree- 
ment for effective equality of 
treatment and of opportunity. 
This provision carried with it 
an important recognition of 
the principle of uniformity in 
the rates of customs duties 
levied on all frontiers, which 
meant the abolition of dis- 
criminatory practices in rela- 
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tion to goods imported by land. 

Senator Underwood said he 
felt that for thfl firflt time 
measures had been taken which 
effectually removed the highly 
unjust and controversial pre- 
ferences with which the foreign 
trade of China had heretofore 
been encumbered. Those na- 
tions which had enjoyed the 
advantages of preferential treat- 
ment across their land frontiers 
had acted with commendable 
foresight and altruism in sur- 
rendering those minor advant- 
ages in trade to the broader prin- 
ciples of quality of treatment 
and the general betterment of 
the conditions of friendly trade 
competition. This appeared 
to him to represent a signal 
achievement, not only in the 
interest of China and of each 
of the treaty powers, but also 
in the interest of trade in 
general and of peace itself. 

Before reading the report, he 
said that he wished to say that 
it was a report that came be- 
fore the fall committee with 
the unanimous approval of the 
members of the snb-committee. 

Ha then read the following 
report : 

"The sub-committee on Chin- 
ese customs duties, having had 
under consideration the pro- 
posals of the Chinese delegates 
for the restoration of tariff 
autonomy and the readjustment 
of maritime customs duties with 
a view to providing additional 
revenue to meet the needs of 
the Chinese Government, re- 
ports that it has reached the 



following agreement: 

"The powers attending this 
conference agree — 

"I. That immediate steps be 
taken through a special con- 
ference representing China and 
the powers which accept this 
agreement to prepare the way 
for the speedy abolition of likin 
and the fulfillment of the other 
conditions laid down in Article 
VIII of the Angln-Chinese com- 
mercial treaty of September 5, 
1902, and the corresponding 
articles of the United States and 
Japanese treaties, with a view 
to levying the surtaxes as pro- 
vided in those articles. 

'11. That the present tariff 
on importation shall be forth- 
with revised and raised to a 
basis of 5 per cent effective.- 

"That this revision shall he 
carried out forthwith by a re- 
vision committee at Shanghai 
on the general lines of the last 
revision. The revision shall 
proceed as rapidly as poisible 
with a view to its completion 
within four months from the 
conclusion of the present con- 
ference, and the revised tariff 
shall become effective two 
months after publication with- 
riut awaiting ratification. 

"III. That the interim pro- 
visions to be applied until the 
articles referred to in Paragraph 
I come into operation be con- 
sidered by the aforesaid special 
conference which shall authorize 
the levying of a surtax on 
dutiable imports as from such 
date, for such purposes, and 
subject to sach conditions as 
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they many determine. The 
Bnrtax shall be at a uniform 
rate of 2 1/2 per cent ad valorem 
except in the case of certain 
articles of luxury which in the 
opinion of the conference can 
bear a greater increase without 
unduly impeding tradej and 
upon which the total surtax 
shall not exceed 5 per cent. 

"IV. (1) That there shall be 
a further revision of the tariff 
to take effect at the expiration 
of four years following the com- 
pletion of the immediate revision 
herein authorized, in order to 
insure that the rates shall cor- 
respond to the ad valorem rates 
fixed 

"(2) That following this re- 
vision there shall be periodical 
revisions of the tariff every seven 
years for the same purpose. 

"(3) That in order to prevent 
delay such periodical revisions 
shall be effected in accordance 
with rules to be settled by the 
special conference provided in 
Paragraph I. 

"V. That in all matters re- 
lating to customs duties there 
shall be effective equality of 
treatment and of opportunity 
for all nations parties to this 
agreement. 

"VI. That the prindple of 
uniformity in the rates of cus- 
toms duties levied on all the 
frontiers) land and maritime, 
of China he recognized and 
that it be referred to the spe- 
cial conference mentioned in 
Paragraph I to make arrange- 
ments to give practical effect 
to this principle, with power to, 



authorize any adjastmetan 
which may appear equitable ni 
cases in which the customs 
privilege to be abolished was 
granted in return for some 
local economic favor. 

"In the moantime any in- 
crease in the rates of customs 
duties or surtax imposed in 
pursuance of the present agree- 
ment shall be levied at a uni- 
form rate ad valorem on all 
frontiers, Innd and maritime. 

"VII. That the charge for 
transit passes shall be at the 
rate of 2 1/2 par cent ad valo- 
rem except when the arrange- 
ments contemplated in Para- 
graph I are in force. 

"VIII. That the treaty pow- 
ers not here represented shall 
be invited to accept the present 
agrenment. 

"IX. That this agreement 
shall override aU provisions of 
treaties between China and the 
powers which accept it which 
are inconsistent with its terms. 

"The delegate for China 
submitted the following com- 
munication which it was un- 
animously agreed should form 
a part of the foregoing agree- 
ment as appendix thereto: 

"'The Chinese delegation has 
the honor to inform the Com- 
mittee on the Far Eastern 
Questions of the Conference on 
the Limitation of Armamept 
that the Chinese Government 
have no intention to effect any 
change which may disturb the 
present administration of the 
Chinese Maritime Customs.' 

"The sub-committee recom- 
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mend that, as the foreging 
aerpement includes provisions 
relating to two different matters^ 
namely, (1) the immediate 
revision of the present tariff in 
accordance with existing treaties, 
and (2) other matters involving 
the modification of existing 
treaties, this report after enn- 
aideration by the fall committee 
ba referred to the drafting com- 
mittee with a view to putting 
the agreement into final form 
and separating the provisions 
which can go into force forth- 
with from those which are de- 
p3ndent on ratification by the 
powers." 

^ That, Senator Underwood con- 
tinued, completed the main 
report, but in addition to the 
main report affecting Chinese 
customs tariffs the sub-oommittee 
realized th<it one of the matters 
of great importance that came 
' before them was not merely an 
adjustment of the bordnr revenue 
as to the powers dealing with 
China, bat that a matter of 
supreme importance was to 
secure to the Chinese Govern- 
ment sufficient revenues to 
maintain properly a stable and 
safe government; and at the 
same time the sub-committee 
realized that maintenance in 
China of larije military forces 
was a SPrion<4 drain on the 
financfs of China and materi- 
ally affected the question of 
raising revenues, and at the 
same time was in contravention 
of the great principles of this 
conference looking to the dis- 
armament of nations and secur- 



ing the peace of the world; and 
therefore, with the consent of 
the Chinese delegation, the other 
members of the committee had 
agreed to the resolution which 
he would now read: 

''The Chinese delegate not 
voting, the following resolution 
was adopted January 3, 1922, 
to be annexed to the report of 
the sub-committee on Chinese 
revenue and tariff: 

"The members of the sub- 
committee in studying the ques- 
tion of increasing the oustome 
tariff rates to meet the urgent 
needs of the Chinese Govern- 
ment have been deeply im- 
pressed with the severe drain 
on China's public revenue 
throagh the maintenance of 
excessive military forces in 
various parts of the country; 
Most of these force* are con- 
trolled by the military chiefs 
of the provinces, and their con- 
tinued maintenance appeara to 
be mainly responsible for 
China's present unsettled poli- 
tical conditinns. It is felt that 
large and prompt reduction of 
these forces will not only ad- 
vance the cause of China's 
political unity and economic 
development but hasten her 
financial rehabilitation. There- 
fore, without any intention to 
interfere in the internal pro- 
blems of China, but animated 
by the sincere desire to see 
China develop and maintain 
for herself an effective and 
stable government, alike in her 
own interest and in the general 
interest of trade, and inspired 
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by the spirit of this conference 
whose aim is to reduce through 
the limitation of armament 
'the enormous disbursements' 
which 'manifestly constitute the 
greater part of the encumb- 
rance upon enterprise and na- 
tional prosperity,' the sub-com- 
mittee venture to suggest for 
the consideration of the com- 
mittee the advisability of laying 
before the conference for its 
adoption a resolution expressing 
the earnest hope of the con- 
ference and embodying a friend- 
ly recommendation to China 
that immediate and effective 
ptepB foe taken by the Chinese 
•Government to reduce the afore- 
said military forces and ex- 
penditure." 

This, Senator Underwood con- 
cluded, completed the work of 
the Bub-committee, and he asked 
the adoption of the report and, 
after its adoption, its reference 
to the committee on drafting, 
to be put in treaty form. 

The chairman asked whether 
it was the pleasure of the com- 
mittee that the report of the 
fiub-committee be received and 
placed Upon the files of the com- 
mittee. No objection being 
voiced) he said that the report 
would be received, and that it 
was before the committee for 
its consideration and action. 

The chairman felt that it was 
a matter of the deepest gratifica- 
tion that the sub-committee had 
been able to reach a unanimous 
conclusion upon this important 
subject and to present recom- 
mendations the adoption of 



which apparently opened the 
way to the provisions of a more 
adequate revenue for China and 
thus aided in a very substantial 
manner in placing Chinese 
finances upon a better basis. 
He asked whether it was the 
pleasure of the oommitteee to 
proceed with the discussion of 
the report. He also suggested 
that the com.mittee first deal, 
if Senator Underwood had no 
objection, with the main re- 
commendation before they took 
up the statements that were 
appended. 

The recommendation, the 
chairman said, was in that part 
of the report which began as 
follows: "The powers attending 
this conference agree." There 
then followed nine articles 
which it was not necessary to 
read again. 

The question before the com- 
noittee was whether they would 
adopt a resolution in the 
terms of the report or that 
portion of it to which he had 
just referred. The chairman 
asked whether the committee 
was prepared to proceed to act 
upon the nroposed resolution. 

Mr. Koo said that he 
wished to rise chiefly to ex- 
press his appreciation for what 
Senator Underwood had accom- 
plished. Having sat on the sub- 
committee of which Senatot 
Underwood had been the dis- 
tinguished chairman, he wished 
to give expression to his admi- 
ration of the way in which the 
deliberations of that body had 
been guided, Thanks to Senator 
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Underwood's skill and ability, 
important results had been ac- 
complished which were now 
embodied in the resolution 
before the committee. On be- 
half of the Chinese Govern- 
ment, he was glad to indorse 
the agreement jast reached. In 
giving this assent he wished to 
take this opportunity of mak- 
ing a statement regarding the 
re-establisbment of tariff aut- 
onomy — a matter to which the 
Chinese people attached extreme 
importance. 

"On November 23 last, I had 
the honor, on behalf of the 
Chinese delegation, to lay the 
tariff question of China before 
the committee. Three proposi- 
tions were submitted. The prin- 
cipal one of them was for the 
restoration to Chma of her 
tariff autonomy ; the other two 
being intended merely as pro- 
visional measures to prepare 
the ground for the early con- 
summation of the main object. 
At the same time I stated that 
it was not the intention of the 
Chinese Government to effect 
any change that might dis- 
turb the present administration 
of the Chinese Maritime Customs, 
though this statement obviously 
could not be reasonably con- 
strued to preclude China's legi- 
timate aspirations gradually to 
make this important branch of 
the Chinese Government more 
national in character. 

"I explained the reasons why 
China was desirous of recover- 
ing her freedom of action in 
respect to the matter of levying 



customs duties. The committee, 
after some discussion, referred 
the whole question to a sub- 
committee, of which Senator 
Underwood has been the dis- 
tinguished chairman. The results 
of the discussions in the sub- 
committee are embodied in an 
agreement which has just been 
laid before you. It is a valuable 
agreement, embodying, as it 
does, a number of important 
points, connected with the effec- 
tive application ot the present 
regime of treaty tariff. But it 
will be noted that the question 
of the restoration of tariff 
autonomy to China is not in- 
cluded, it being the opinion of 
some members of the sub-com- 
mittee that it would not be 
practicable to fix at present a 
definite period within which the 
existing treaty provisions on 
tariff were to be brought to an 
end, and that the question 
should be decided in the light 
of conditions that might arise in 
the future. 

"The Chinese delegation, 
however, can not but wish that 
a different view had prevailed. 
Tariff autonomy, is a sovereign 
right enjoyed by all independ- 
ent states. Its free exercise is 
essential to the well-being of 
the state. The existing treaty 
provisions, by which the levy 
of customs duties, transit dues, 
and other imports is regulated, 
constitute not only a restriction 
on China's freedom of action, 
but an infringement on her 
sovereignty. Eestoration to her 
of tariff autonomy would only 
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be recoenition of a right which 
is hers and which she relin- 
quished against her will. 

"The maintenance of the pre- 
sent tariff regime means, more- 
over) a continued loss of revenue 
to the Chinpse Government. 
The customs import duty under 
this regime is limited to the 
very low rate of 5 per cnnt ad 
valorem for all claeses of duti- 
able goods, compared with the 
average rate of 16 p^r cent to 
60 per cent levied by other 
countries. In fact, because the 
duties pre levied on the basis 
of previously fixed Fchedule, 
the actual collections amount 
to only 3i per cent effective. 
The customs revenue, therefore, 
constitutes only about 7| per 
cent of China's total revenue, 
while the average for the prin- 
cipal countries in the West 
ranges from 12 per cent to 15 
per cent at present, and still 
higher before the war. When 
the proposed surtax of 2i per 
cent for ordinary articles and 
of 5 per cent on cer- 
tain luxuries eventually goes 
into effect, more revenue will 
be produced, but even then it 
will hardly be commensurate 
with the rapidly growing 
needs of the Chinese Govern- 
ment. Much of the elasticity 
of the fiscal systems of 
other States depends upon 
their freedom to regulate their 
customs duties. To provide the 
fullest and most unembarrassed 
opportunity to China to develop 
and maintain for herself an 
effective and stable government, 



it is necessary to restore tariff 
autonomy to her at an early 
date. 

"The necessity to levy a 
uniform low duty has encourag- 
ed a disproportionate increase 
in the import of luxuries . such 
as wine and tobacco ; and apart 
from the loss of revenue con- 
sequent upon giving these 
things the same rate as is 
levied on the necessaries of 
life, the effect of the nooial 
and moral habits of the Chin- 
ese people has been altngether 
deleterious. A beginning hns 
been made in the agreement 
before the committee jn au- 
thorizing a lev.v of an ad- 
ditional surtax of 2i ppr cent 
on certain articles of luxury, 
but it is apparent that a greater 
increase is needed if a rpslrair- 
ing influence is to be exercised 
in the use of these articles of 
luxury. 

"iNor is it to be overlooked 
that the present treaty tariff 
regime is an impediment to 
China's economic development. 
Under this regime China enjoys 
no reciprocity from any of the 
powers with which she stands 
in treaty relations. Though 
every treaty power enjoys the 
advantage of having its wares 
imported into China at the ex- 
ceptionally low fate of 5 per 
cent ad valorem, the Chinese 
produce and merchandise, on 
entering into any of these coun- 
tries, is subjected to the maxi- 
mum rates leviable, which are 
in some cases 60 or 70 times 
the rate which she herself levies 
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on foreign imports. The neces- 
sity of levying uniform dutiep 
on all articles imported into 
Chinai on the other hand, 
makos these duties on such 
articlps as machinery and raw 
m'terials for Chinese industries' 
a handicap to China's industrial 
development. At present there 
are more than 1,000 Chinese 
faelories employing foreign ma- 
chinery and methods and eng- 
aged in over 30 different kinds 
of impo^rtant industries. To en- 
able them to live and develop 
and thereby contribute to the 
growth of China's foreign trade 
in which all nations are deeply 
interested, some latitude is ne- 
cessary in the regulation of the 
customs duties. 

"Besides, regulation of China's 
tariff by treaty must inevit- 
ably, in the nature of things, 
work un3astly and to her great 
detriment. Thus, whenever 
China makes a proposal, be it 
for revision of the tariff to 
bring it more into harmony 
with the prevailina prices or 
for an increase of the customs 
duty to meet her increased 
needs, the unanimous consent 
of more than a dozen treaty 
powers is necessary. As each 
country naturally desires to 
protect and promote its own 
commercial interests in China, 
and as the industries of these 
treaty powers vary in character 
and export different kinds of 
merebandise, they all seek to 
avoid the burden of the new 
revision or increased rate fall- 
ing upon the industries of their 



own countries. With this end 
in view, different conditions are 
not infrequently attached by 
different powers to their con- 
sent to revise the customs tariff 
or increase the rate. 

"Thus, though this matter of 
custom tariff is intimately con- 
nected with the well-being of 
the Chinese State, the interests 
of the treaty powers appear 
to be placed at times 
before the legitimate interests 
of China. Under such circum- 
stances the difficulty of effect- 
ing any adjustment or arrange- 
ment favorable to China can 
easily be conceived, and it has 
at times been well nigh in- 
surmountable. On one occasion 
or another there is always 
some power who considers its 
own interest in the matter of 
China customs tariff more im- 
portant than the anpreme in- 
terests of China. The experi- 
ence of the Chinese delegation 
in the sub-committee on tariff, 
much as it has accomplished, 
has not altogether removed the 
ground for this opinion. But 
as unanimity is required, the 
dissent of one power is sufficient 
to defeat and upset a general 
arrangement agreed to by all 
the others, which by virtue of 
the most favored nation clause, 
a concession or privilege grant- 
ed by China to one nation for 
a specific consideration, is at 
once claimed by all without 
reg»rd to the quid pro quo. 

"In view of the inherent 
difficulty and injustice of the 
present regime, and of the 
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wholesome and desirable effect 
which restoration of tariff au- 
tonomy is Bure to have upon 
the trade and economic develop- 
ment of China, as well as upon 
the evolution of her fiscal sys- 
tem, the Chinese delegation feel 
in duty bound to declare that 
thoUKh this rommittee does not 
see its way to consider China's 
claim for the restoration of her 
tariff autonomy, it is not their 
desire, in assenting to the 
agreement now before you, to 
relinquish their claim; on the 
contrary, it is their intention 
to bring the ciuestion up again 
for consideration on all ap- 
propriate occasions in the 
future." 

Mr. Koo coE eluded by saying 
that in making this statement 
he had wished to define the 
position of the Chinese delega- 
tion with regard to a matter 
which was very cirse to the 
hearts of the Chinese people, 
and that he had not intended to 
detract in any way from the 
value of the statement just made 
by the chairman of the sub- 
committee on Chinese revenue. 

The Chairman asked whether 
the committee desired to proceed 
further with the discussion, or 
was ready to vote upon the re- 
solution. He said that the ques- 
tion was on the resolution setting 
forth the agreement of the 
powers attending the conference 
in the terms stated in the 
recommendation of the sub- 
committee, consisting of nine 
articles. 

A vote being taken and the 



nine powers present giving their 
assent, the resolution was adop- 
ted. 

The chairman said that in 
the report of the sub-committee 
appeared a rommunication which 
it was unanimously agreed by 
the sub-'onnmittee should 'cm 
a part of the proposed agree- 
ment and should serve as an 
appendix to it. This was entit- 
led "A Dpclaration of Intention 
not to Disturb the Present Ad- 
ministration of the Chinese 
Maritime Customs." The ques- 
tion was then upon the adoption 
of the report and the agreement 
that this declaration should 
form an appsijidix to the agree- 
ment of the powers present. 
He asked whether it was desired 
that this question should be 
discussed, or whether the com- 
mittee was ready for action. 

A vote being taken, and the 
nine powers present signifying 
their assent, the proposal was 
adopted. 

The committee, the chairmaa 
continued, now came to the 
reeolution embodied in the re- 
port presented by the sub- 
committee. Ic related to present 
conditions in China, and at the 
end of the resolution adopted 
by the sub-committee the follow- 
ing statement was found : 

"The sub-committee venture 
to suggest for the consideration 
of the committee the advisability 
of laying before tha conference 
for its adoption a resolution ex- 
pressing the earnest hope of 
the conference and embodying 
a friendly recommendation to 
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China that immediate and 
effective steps be taken by the 
Chinese Government to reduc^ 
the aforesaid military forces and 
expenditure." 

The chairman said that the 
adoption of this report would 
be the adoption of a recom- 
mendation that there should be 
prepared and submitted to the 
conference a resolution in the 
sense of this declaration or re- 
solution adopted by the sub- 
committee. The qu-^stion wisj 
then, upon this resolution. The 
chairman asked if there were 
any remarks. 

Senator Underwood said that 
he did not desire to discuss the 
pending resolution further than 
he had already, but he wished 
to make one statement before 
the committee adjourned that 
morning. He bad listened with 
much interest to the statement 
read by Mr. Koo in reference 
to the desire of China for tariff 
autonomy, which was a very 
natural and proper desire. Any 
great government naturally wish- 
ed the time might come when 
she might control her ow'n fin- 
ances, notwithstanding that she 
yielded the control herself. So 
far as he was concerned, he 
gladly welcomed an opport- 
unity, when it could be done, 
of restoring to China her entire 
fiscal autonomy ; bat he thought 
it was fair to the subcommittee 
and to the members of this 
committee to say this — and it 
was in line with the reeobition 
pending — that he was sure this 
eubcomcdittee and the committee 



to which he was now address- 
ing hims-^lf would gladly do 
very mrch more for China 
along all lines if conditions in 
China »ere such that the outside 
powers felt they could do so with 
justice to China herself. He did 
not think there was any doubt in 
the minds of the men on the 
subcommittee as to the ques- 
tion that if China at present 
had the unlimited control of 
levying taxes at the customs 
house, in view of the unsettled 
conditions now existing iff 
China, it Would pi-obably work, 
in the end, to China's detri^ 
ment and to the injury of the 
world; and he thought that 
had more to do with the sub- 
committee not making a f"ll 
8nd direct response to Mr. 
Koo's request than anything else. 
Ha was sure there was no desire 
on the part of the other powers 
to be selfish, or not to recognize 
the full sovereignty of China, 
and be only rose to say this, 
that if he was a judge of the 
situation, a judge of the temper 
of conditions in the balance of 
the world, be felt sure that 
when China herself established 
a parliamentary government of 
all tbe Provinces of China and 
dispensed with the military 
control that now existed in 
many of the Provinces of 
China, so that the outside 
powers might feel that they 
were dealing with a government 
that had entire and absolute 
and free control of the situa- 
tion, China could expect to 
realize the great ideals of 



sovereignty that she asked for 
at this table. 

The chairman said he would 
like to make this sutgestion to 
the committee: The resolution 
which was before them, which 
had been adopted by the sab- 
committee) as he had stated, 
brought before the committee 
the question of the advisability 
of having a resolution to re- 
port to the conference. His 
suggestion was that, as the 
matter had been thoroughly 
considered in the sub-committee, 
of which Senator Underwood 
was the chairman, this subject 



be recommitted to the sub-com- 
mittee with instrnotions to bring 
in a resolution in the sense of 
their recommendation in form 
suitable for adoption by the 
ccmmittee. He asked whether 
that suggestion was agreeable 
to the delegates. If it was, he 
would put it to vote. The 
United States of America, he 
said, assented. 

Belgium and the British 
Empire then gave their assent. 

The chairman said he be' 
lieved China was not voting 
upon this. 
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CHAPTER IV 



REPORT OF SUB-GOMMIHEE 
ON ORAFTING 



It was at tlie eighteenth 
session of the Como^ittee on 
Pacific and Far Eastern Ques- 
tions, held January 16, that the 
report of the sub-committee on 
drafting was ready. The minutes 
of this meeting say: 

The chairman (Mr. Hughes) 
said that, before proceeding with 
the further order of business, 
the committee would entertain 
the report of the sub-committee 
on drafting in regard to Chin- 
ese customs tariffs, if the report 
was ready. 

Mr. Root said he had the 
honor to report for the sub- 
committee as follows: The report 
of the sub-committee on Chinese 
revenue which had been adopt- 
ed by the committee and referr- 
ed to the drafting committee 
contained (1) provisions for 
revision of the customs schedule 
under the present treaties, to as 
to make the rates equivalent to 
5 per cent effective in accord- 
ance with the existing treaties, 
(2) provisions, relative to a 



new treaty, which modified the 
existing treaties. 

The sub-committee on Chinese 
revenue, in the report which 
had been adopted, recommend- 
ed that these two classes of 
provisions be separated and put 
into two instruments! one in the 
nature of a declaration and the 
other in the nature of a formal 
treaty. The sub-committee on 
drafting had followed that direct- 
ion, and reported, first, the 
resolution having in view the 
schedule under the existing 
treaties. Mr. Root then read as 
follows: 

"With a view to providing 
additional revenue to meet the 
needs of the Chinese Gkivern- 
ment, the powers represented at 
this conference) namely, the 
United States of America, Bel- 
gium, the British Empire, China, 
France, Italy, Japan* the 
Netherlands, and Portugal 
agree : 

"That the customs schedule 
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of dutieB on imports into China 
adopted by the tariff revision 
commiEsion at Shanghai on 
December 19, 1918, shall forth- 
with be revised so that the 
rates of duty shall ba Equival- 
ent to 6 per cent effective as 
provided for in the several com- 
mercial treaties to which China 
is a party. 

"A revision commission shall 
meet at Shanghai , at the earliest 
practicable date, to effect this 
revision forthwith and on the 
general lines of the last revision. 

"This commission shall be 
composed of representatives of 
the powers above named and, of 
representatives of any additional 
powers who have treaties with 
China providing for a tariff on 
imports and exports not to ex- 
ceed 5 per cent ad valorem and 
who desire to participate there- 
in. 

"The revision shall proceed as 
rap'dly as possible with a view 
to its completion within four 
months. from the date of the 
adoption of this resolution by 
the Conference on the Limita- 
tion of Armament and Pacific 
and Far Eastern Questions. 

"The revised tariff shall 
become effective as soon as pos- 
sible, but not earlier than two 
months after its publication by 
the revision commission. 

"The Government of the 
United States, as convener of 
the present conference, is re- 
quested forthwith to communi- 
cate the terms of this resolution 
to the Governments of powers 
not represented at this con- 



ference but who participated in 
the revision of 1918, aforesaid." 

Mr. Root said that, since the 
above agreement had been 
authorized by the sub-committee 
on drafting, the suggestion had 
been made that the terms of 
the clause which provided 
that the revision commission 
should be composed of repre- 
sentatives of the powers present, 
and of representatives of any ad- 
ditional powers who had treaties 
with China providing for a 
tariff on imports and exports 
not to exceed 5 per cent, would 
include Jlussia, but that it 
would be impoHsible to send 
notice to RUesia or to collaborate 
with Russia in such a commis- 
sion because Russia had no 
government which had been 
recogpized by any of the powera 
here present- In converiation 
upon this subject with several 
members of the sub-committe? 
on drafting the suggestion had 
been made that an amendmeni 
should be added to the resolu^ 
tion inserting after the words 
"additional powers" the words 
"having governments at present 
recognized by the powers re- 
presented at this conference" ; 
and, if that met the views of 
the members of this committee, 
it would hardly be worth while 
to call the sub-committee on 
drafting together again, as all 
its members were present. Mr. 
Root therefore suggested that 
the committee amend the re- 
port by the inclusion of these 
words. 

Mr. Root thpn asked the 
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chairman if it was bis pleasure 
that this resolution should be 
taken by itself. 

The chairman said he thought 
it had better b'^ tsken first, if 
there was no obj(»ction. 

The only difference btween 
the text of the resolution fS 
proposed and the text of the 
resolution distributed was that 
in the fourth paragraph after 
the words 'additional powers" 
the words "having governments i 
at present recognized by th» 
powers represented at this con- 
ference and" should ba insert- 
ed, so that the paragraph woald 
read: 

"This commission shall be 
composed of representatives of 
the powers above named and 
of representatives of any ad- 
ditional powers having govern- 
ments at present recogn-zed by 
the powers represented at this 
conference and who have trea- 
ties with China providing for 
a tariff on imports and exports 
not to exceed 5 per cent ad 
valorem, and who desire to 
participate therein." 

He then asked if the com- 
mittee was ready to dissuss and 
act upon this resolution. 

Biron de Gartier said he 
wished to raisa the question of 
the position in which the 
Grand Duchy of Luxemburg 
would be placed by the 
resolution just read by Mr. 
Root. On September 2, 1881, a 
treaty of commerce and naviga- 
tion was concluded between 
China and the King of Prussia, 
the Utter acting in his own 



name as well as in the name 
of other members of the ZoU- 
verein, emong which was the 
Grand Duchy of Luxemburg, 
When war had bpfn declared 
between China and Germany, 
the Netherlands minister in 
Peking, Jonkheer Beelaerts van 
Blokland, in charge o* the in- 
terests of the Grand Duchy in 
Peking, made reprpsentationS 
to the Chinese Government, in 
order to protect Lnxembnrg in- 
terests, as the Grand Duchy 
did not' go to war with China. 
It was Baron de Cartier's im- 
pression that the Grand Duchy 
was embraced in the "addi- 
tional governments" mentioned 
in the resolution, but this should 
be made clear. 

The chairman said that, sub- 
ject to any observation to the 
contrary which might be made, 
he supposed that the Grand 
Duchy would be embraced with- 
in this clause and would be 
adequately represented. If there 
was no objection, the committee 
would so assume. He asked if 
any of the committee dssired 
to diecuBS the resolution. 

Jonkheer Beelaerts van Bolk- 
land asked — though he did not 
consider the point of material 
importance — if it was necessary 
for the amendment to contain 
the words "at present." He 
doubted whether there was 
sufficient reason to adopt the 
present moment as decisive. 
The suggested wording would 
make it impossible for a gov- 
ernment reccgnized between 
the present moment and the 
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conveninK of the commiasion to 
participate in the revisioo. 

The chairman eaid that his 
own suggestion was that the 
words "at present" furoished a 
datuaa With respect to which 
therfl was perfect certainty, 
because later there might be 
recognition by some powers and 
not by other 3i and there woald 
be ambiguity which might pos- 
sibly occasion some embarrass- 
ment. 

Sir Robert Borden inquired 
whether the draftirg siab-com- 
mittee had considered the effect 
of the wording of paragraph 4 on 
Stites which were formerly part 
of the Russian Empire, but 
which were now independent 
powers whose governments had 
been recognized. He presumed 
that it was intended that these 
powers should have the right to 
be represented on the revision 
commission and at the special 
conference, if they so desired. 

Mr. Balfour remarked that 
Finland and Poland had both 
been recognized. 

Senator Underwood said that 
he was not sure that his view- 
point was the correct one, bat 
as he understood the sitaation, 
China was sovereign as to her 
right to levy custom taxes ex- 
cept in so far as she had given 
away that right by treaty. Now 
it was proposed to change the 
treaty right by which power of 
the Republic of China was at 
present limited and to offer an 
increase in taxation at the cus- 
toms house. No country that 
had not treaty relations with 



China and obligations from 
China growing out of those 
treaties had any right to make 
any complaint whatever as ta 
what China dd in reference to 
taxes at the customs hoQ<ie. Ber 
only binding obligation was in 
respect to the Governments 
with whom she had sisned 
treaties. As to the other Gov- 
ernments, who would not be 
represented, tbey could not com- 
plain as a matter ' of right,' 
because they had not est- 
ablished right in regard to 
Cbina (any more than in re- 
gard to the United States or 
Japan) to control the customs 
taxation of China. 

On the other hand, they 
could not complain of any 
undue advantage being taken 
of them, because these two 
papers, this resolution and the 
treaty that was to follow, pre- 
scribed everything to their 
advantnse in providing that the 
"op^n door" into China should 
in the future mean equal op- 
portunity to all, whether treaty 
powers or non-treaty powers, 
whether they sat at table to 
reform this tariff or not. Every 
one of them would go into 
China under the same condi- 
tions and, therefore, he could 
not see that any power that 
was not represented at the table 
could have any right to com- 
plain, especially as to this 
resolution, since in it the treaty 
powers were only complying 
with their contract with China 
heretofore made. 

The chairman said that he 
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fiuppoaed this clause of the 
resolution defined those who 
were to be represented in the 
proposed commission. They 
were the Governments who 
were at present recognizsd by 
the powers represented at this 
conferenc3 and who had treaties 
with China providing for a 
tariff. 

Mr. Koo said he wished to 
add a few words in regard to 
the actual situation in China 
with reference to non-treaty 
powers. Aooording to the para- 
graph under discussion, for a 
country to have a representa- 
tive on the commission men- 
tioned there'n it was necessary 
for several conditions to be 
pre=ient at the same time. One 
of thefe conditions was that the 
power in question should have 
a treaty with China in regard 
to import customs duties. Other 
powers (i. e.i those not having 
such treaties) were necessarily 
precluded. As a matter of 
fact, the Chinese Government 
had already promulgated and 
put in force Eom" time before 
a special tariff for non-treaty 
powers. If a lower rate than 
the 5 per cent authorized by the 
existing treaties had been gran- 
ted to one of these non-treaty 
powers, such a reduction would 
probably have to be made ap- 
plicable to all under the most- 
favored-nation clause. But the 
present rate of import duties 
on the goods of the non-treaty 
powers was higher than 5 per 
teent. In that respect the prin- 
ciple of "the open door," under 



the present Chinese law could 
not be invoked to include non- 
treaty powers. 

Sir Robert Borden reverted l& 
the point which he already 
raised. He said that if the 
Government of Russia were re- 
cognized Russia would obviously 
be entitled under Paragraph IV 
of the resolution to be invited 
to send representatives to the 
proposed conference. But the 
present Russian Government 
was not recognized. On the other 
hand two States whose territories 
were formerly part of the Rus- 
sian Empire— namely, Finland 
and Poland — were recognized, 
and the question the committee 
had to decide was whether the 
convening power would be bound 
to ask these tvro States to send 
representatives to the conference. 
The question might be taken 
into consideration afterwards, 
but in his opinion it would be 
necessary at some staee to de- 
termine whether or not Poland 
and Finland had succeeded to 
Russia's rights in respect of 
treaties which the former Rus- 
sian Empire had concluded 
with China. 

The chairman Raid Sir Ro- 
bert Barden had stated that 
point with perfect clarity, and 
he thought that it was well 
understood. He asked if the 
committee desired to discuss the 
matter further, or were ready 
to act. The delegations being 
polled, each voted affirmatively, 
and the chairman announced 
that the resolution had been 
unanimously adopted. 
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The chairman asked if there 
was anofher resolution. 

Mr. Eoot said he would read 
the resolutions proposing a 
convention covering the matters 
which were not to be done 
under the existing treaty. He 
then read the following: 

" With a view to increasing 
the revenues of the Chinese 
Government, the United States 
of America, Balsrium, the Brit- 
ish Empire, China, France, 
Italy, Japan, the Netherlands, 
and Portagal agree: 

"I. That immediate steps b^* 
taken through a sp?cial con- 
ference, to be composed of re- 
presentatives of the contracting 
powers and other powers wJiich 
adhere to this conventinn, to 
prepare the way for the speedy 
abolition of likin and for the 
fulfilment of the other condi- 
tions laid down in Article VIII 
of the treaty of September 5, 

1902, between Great Britain 
and China, in Articles IV and 
V of the treaty of Octobfir 8, 

1903, between the United States 
and China, and in Article I of 
the supplementary treaty of 
Ootobar 8, 1903, between Japan 
and China, with a view to 
le'/ying the surtaxes provided 
in those articles, 

"The special conference shall 
meet in China within three 
months after the date of the 
ratification of this convention 
on a day and at a place to be 
designated by the Chinese 
Government. 

"II. The special conference 
shall consider the interim pro- 



visions to be applied prior to 
the abolition of likin and the 
fulfilment ot the other condi- 
tions laid down in the artiolps 
of the treaties above mention- 
ed; and it shall authorize the 
levying of a surtax on dutiable 
imports as from such date for 
such purposes and subject to such 
conditions as it may determine. 

'The surtax shall be at a 
uniform rate of 2 1''2 per cent 
ad valorem, except in the rase 
ot certain articles of luxury, 
which, in the opinion of the 
special conference, can , bear a 
greater incrsase without unduly 
impeding trade, and upon which 
the total surtax shall not exceed 
5 per cent. 

"III. That following the im- 
mediate revision of the customs 
sohedule of duties on iaoports 
into Cbina as provided for in a 
resolution adopted by the re- 
presentatives of all powers signa- 
tory to this convention at a 
plenary session of the Confer- 
ence 01 the Limitation of 
Armament held in the C.ty of 

Washington on the day of 

January, 1922, there shall be a 
further revision to take effect at 
the expiration of four years 
following the completion of the 
aforesaid revision in order to 
insure that the customs duties 
shall correspond to the ad 
valorem rates fixed by the 
spscial conference herein provid- 
ed for. 

"That following this revision 
there shall ba periodical revisions 
of the customs schedule of dut- 
ies on imports into China every 
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seven years for the same pur- 
pose in lieu of the decennial 
revision authorized by existing 
tr?atie8 with China. 

'That in order to prevent 
delny such perioflical rev fions 
shall be effected in accordance 
with rnlps to be settled by the 
special conference mentioned in 
Artiole I herein. 

"ly. That in all matters 
relating to cu'toms duties there 
shall bs effective equally of 
treatment and of opportunity 
for all powers parties to tbis 
convention. 

"V. That the principle of 
uniformity in the rates of 
customs duties levied at all the 
land and maritime frontiers of 
China is hereby recognized; that 
the special conference above 
provided for shall make arranse- 
ments to give pract'cal effect to 
this principle; and it is authoriz- 
ed to make equitable adjust- 
ments in those oases in which 
the customs privilege to be 
abolished was granted in return 
for some local economic advant- 
age. 

^ "In the meantime, any increase 
in the rates of customs duties 
resulting from tariff revision or 
aajr surtax hereafter imposed, 
in pursuance of the present 
convention, shall be levied at a 
uniform rate ad valorem at all 
land and maritime frontiers of 
China. 

"VI, That the charge for 
transit passes shall be at the 
rate of 2 1/2 per cent ad 
valorem until the arrangements 
contemplated in Article 1 1 



here'n come into force. 

"Vri. That the powers not 
aisnatory to this convention, 
but who3e present treatips with 
China provide for a tariff on 
imports and exports not to ex- 
ceed 5 per cent ad valorem, 
shall be invited to adhere to 
the present convention, and 
upon such adherencH by all of 
them this convention shall 
override all provisions of treaties 
between China and the respec- 
tive contracting powers which 
are inconsistent with its terms. 

"That the United States Gov- 
ernntmt, as convener of the 
present conference, undertake 
to make the necessary com- 
municatiops for this purpose 
and to inform the Governments 
of the contracting powers of the 
replies received. 

"VIII. Ratification clause of 
usual form." 

Mr. Root said that, in ac- 
cordance with the resolution 
already adopted, there should 
be inserted some words in 
Article VII, so that it would 
read. : 

"That the powers not signa- 
tory to this convention having 
Govermnents^ at present recog- 
nized by the powers represent- 
ed at this conference, but whose 
present treaties with China 
provide for a tariff on imports 
and exports not to exceed 5 
per cent ad valorem, shall he 
invited to adhere to the present 
convdntion,^ and upon such 
adherence foy all of them this 
convention shall override all 
provisions of treaties between 
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China and the reppective con- 
tracting powers which are in- 
consistent with its terms." 

Sir Eobsrt Borden drew at- 
tention to the concluding por- 
tion of the first half of Arti^lfi 
in and suegeate'l thst after 
the words "ad valorem rates" 
the words "then in force" 
should bpi substituted for the 
words "fixed by the pp°cial 
conference herein provided for." 

Mr. Root said that would 
hardly correspond with the idea 
which the sub-committee on 
Cbinpse revejiue had and which 
had been followed without any 
change whatever in this para- 
graph. 

Sir Robert Borden said he 
thought that the treaty read 
"ad valorem rates fixed." 

Mr. Root said that the sense 
of the paragraph was that, 
following the immediate re- 
vision of the schedules of duties 
which the commission would 
raise under the resolution that 
had been adopted, there should be 
a farther revision to take effrot 
at the expiration of four years 
following the completion of 
the aforesaid revision in 
order to insure that the custom 
duties should correspond to the 
ad valorem rates fixed by the 
special conference as in the 
treaty. It was not to make 
the customs duties correspond 
to the sd valorem rates in 
force but to the ad valorem 
rates fixed by the special con- 
ference) and to make the 
easterns duties correspond to 



the new ad valorem rates, if 
there should be any, _ not sd 
valorem rates already in force. 

S'r Robert Borden, replying 
to M'. Root, said that it was 
po=f<ible that thn same result 
might be arrived at by leaving 
the words as they stood in tJie 
draft. But, if he und-'rstood the 
position correctly, the customs 
duties might at a future dnte 
conS'St of the 5 per c^nt now 
established by treaty and an 
additional surtax of 2^ per cent 
fixed by the special conference. 
The 6 per cent would not 
he fixed by that conference. 
His view, therefore, was that 
it would be preferable to have 
the last lines of the first 
clause of paragraph III read» 
as follows: "That the customs 
duties shall correspond to the 
ad valorem rates then in force." 
But he did not wish to press 
the point, which was purely one 
of drafting. 

Mr. Root said that the surtax 
might run anywhere from 2i to 
5 per oent. 

Sir Robert Borden agreed that 
it m'ght on luxuries. 

Mr. Root Siid that the com- 
mission would have to fix that, 
so that the yardstick they were 
to apply was not anything that 
the committee fixed, but some- 
thing that the commission had 
to fix. 

The chairman asked if Sir 
Robsrt Borden wished to press 
his suggestion. 

Sir Robert Borden answered 
that he did not, as it probibly 
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won Id be covered. 

The chairman asked if any 
of the committee desired to say 
anythine farther regarding 
Article III. If, not, Mr. Sarraut 
desired to ppeak in regard to 
another arhicle. 

Mr. Sarraut Said that he 
would aek to be enlitrhtened 
with respect to Articl« . I, espe- 
cially with respect to the phrase 
"and other powers which ad- 
here to this convention to pre- 
pare the way for the speedy 
abolition of likin and for the 
fulfilment of the other condi- 
tions laid down in Article VIII 
of the treaty of September 5, 
1902, between Great Britain and 
China, in Articlps IV and V of 
the treaty of October 8, 1903, 
between the United States and 
China, and in Article I of the 
supplementary treaty of Oct- 
ober 8, 1903, between Japan 
and China, with a view to levy- 
ing the surtaxes provided in 
those articles." 

Mr. Sarraut said he believed 
that there had been certain 
changes from the first text pre- 
pared by Mr. Kammerer in 
which special reference had 
bfien made to "Articles IV and 
VIII of the treaties b<^tweenthe 
United States and China and 
to Article I of the supplement- 
ary treaty of October 8 between 
Japan and China." These re- 
ferences h«d not been made in 
the original text. Referring to 
the text of these treaties, Mr. 
Sarraut said he would like to 
ask the following question : Was 
it the intention of the articles 



as drafted to oblige all nations 
to bind themselves by the terms 
of the most-favored-uRtion 
clause or was this done by er- 
ror ? If an automatic applica- 
tion of the most-favored-nation 
clause was intended, he must 
make a re=iervation, as his own 
Government might not agree. 
He believed that it would be 
better to omit the clauses re- 
ferring to the most-favored -na- 
tion clause or to say that it 
was not desired to apply them 
automatically. 

Mr. Root said the treaties 
referred to in Article I were 
the same treaties which were 
referred to in the origin«l re- 
port of the committee on Chin- 
ese revenue. The only differ- 
ence was that this draft speci- 
fied the particular articles of 
those treaties which were sup- 
posed to be relevant to the 
subjfct matter of this instru- 
ment. It was rather to limit 
than to enlarge the reference 
in the original report, and the 
conditions which were re- 
ferred to in Article I were the 
conditions upon which the 
powers entering into these trea- 
ties with China undertook to 
consent to the increase of 
duties ; i. e., they agreed to 
consent to an increase of duties 
on condition that China did 
thus and so. No conditions 
were imposed upon any other 
power, so that no obligation 
whatsoever could be found in 
this article upon any of the 
powers other than China in 
respect of the most'-favored-na- 
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tion clauses. That was his 
understanding of it. 

Mr. Sarraut said that he 
took note of Mr. Boot's state- 
ments, and would refer to theni) 
if necessary. He felt he must 
point out, however, that if the 
text of the resolutions alone 
was considered it did not 
directly appear that the most- 
favored-nation clause did not 
automatically apply. In view of 
Mr. Root's explanations, how- 
ever, be would not insist further 
upon the matter. 

Sir Auckland Oeddes said he 
assumed that it was quite clear 
— this was the way in which 
he read this .paragraph — that, 
so far as the treaties in ques- 
tion bound countries other than 
China at the present time, they 
would bind only those countries 
afterwards, and that the pro- 
visions, for instance, of the 
Chinese-American treaty would 
not be extended to Chinese- 
British relations? 

Mr. Root said he had no 
doubt of that. 

The chairman asked if further 
diaouBsion of this agreement 
was desired. 

The delegations, being polled, 
each voted affirmatively and 
the chairman declared that the 
resolution and proposed asree- 
ment had been unanimously 
adopted. 

Mr. Boot said that there was 
a separate resolution which the 
sub-committee had directed him 
to report, as follows: 

"That the Government of the 
United States, as convener of 



the present conference, be re- 
quested to communicate forth- 
with the terms of the agrer- 
ment arrived at with reaarc" to 
the Chinese tariff to the Govern- 
menls of powers not representpd 
at the conference which h«ve 
treaty rights in the matter, with 
a view to obtainiog their ad- 
herence to the agreement as 
soon as possible." 

Putting in the words which 
had been put into the other do- 
cuments, it would read : ''Com- 
municate forthwith the terms 
of the agreemnnt arrivad at 
with regard to the Chinese 
tariff to the Governments of 
powers not represented at the 
conference which have treaty 
rights in the matter and have 
Governments at present recogni- 
zed by the Governments re- 
presented at this conference." 

Sir Auckland Gaddes suggested 
that, instead of using the long 
clause which had been read, 
the lesolutiou should read : 
"That the Government of the 
United States, as convener of the 
present conference, be requested 
to communicate forthwith the 
terms of the agreement arrived 
at with regard to the Chinese 
tariff to the Governments of 
the powers concerned as stated 
in this agreement with a view 
to obtaining their adherence to 
the agreement as soon as possi- 
ble." 

The chairman palled the de- 
legations who voted affirmative- 
ly and announced that the 
resolution had been adopted 
unanimously. 
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CHAPTER V 



THE CUSTOMS FUNDS 



At the 29th Meeting of the 
CommUtee on Piicific and Far 
Eistern Questions, held on 
February 1, 1922, the banking 
of China's customs revenue was 
discuFsed, but no definite action 
wan taken. 

The official minutes of the 
meeting run ss follows: 

The chairman said he under- 
stood thxt the arms resolution 
was withdrawn. He then said 
that there was a question rela- 
ting to customs revenue in 
China of which he would ask 
Mr. Underwood to speak. 

Senator Underwood said that 
at the time the sub-committee 
considering the customs revenue 
of China was holding its sitt- 
ings, a question arose which 
met with the general approba- 
tion of the members of the 
sub-committee, but was not 
reported to the full committee. 
Since that time it had been 
suggested that the chairman 
ought to call the matter to the 
attention of the full committee 
in order that the record of the 
full committee might contain 
the statement. It related to 
the question of the deposit of 



moneys collected under the 
customs revenues in the banks 
of China. 

After the treaties \Bere made 
in relation to the indemnities 
growing out of what was called 
the Bixer movement, it was 
provided that certain portions 
of the Chinese cu?toms revenue 
should be set apart to meet the 
interest and amortization 
charges on the bonds issued at 
that time, and those customs 
revenues were deposited entire- 
ly, or almost entirely, in 
the Hongkong-Shanghai Bank 
and the Russo-Asiatic Bank. 
The amount of those revenues 
had b9Pn great, and, of course, 
were of great value to those 
institutions as compared to the 
other banks in China. He 
thought it was admitted that 
the allocation of those funds 
under the agreement made at 
the tim6 of the issues of these 
bonds that he referred to a 
moment ago was a matter of 
contract and that portion of 
the revenue derived must con- 
tinue to be deposited according 
to the understanding or the 
contract at the time. 
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01 course, the free revenue 
above the charge for amortiza- 
tion and interest on these 
bonds was at the disposal of 
the Chinese Government. 

As a matter of fact, be 
thought on account of the re- 
venue being collected paying 
Ipss than 5 per cent effective 
there had not been much of a 
balance sheet on the side of the 
Chinese Government but under 
the resolution passed to make 
this 5 per cent effective that 
revenue would be largely in- 
creased. Of course, so far as the 
revenue was concerned, that was 
allocated to this particular 
purpose ; that is, still controlled 
by the original allocation and 
the terms of it ; but as to the 
balance, it was free reverue for 
disposition in any bank, of 
coursi* controlled primarily by 
the Chinese Government. 

Now, at the time the sub-com- 
mittee was preparing its re- 
port, Mr. Odagiri, represen- 
ting the Japanese Government 
on the sub-committee, made a 
statement which Mr. Under- 
wood would read. Although 
other statements were made of 
a similar nature, as far as could 
be found out from the record 
of the sub-committee the other 
statements were not taken down 
in detail. The statement of Mr. 
Odagiri, however, represented 
what was said by mo:t of the 
others present at the table and 
he would therefore read it. 

"Japan not only has no 
objection to, but welcomes, the 
proposal that the existing 



customs system of China should 
not be disturbed. In the mean- 
time she must express the 
hope, in view of the important 
position which her Chinese 
trade occupies in the entire for- 
eign trade of China and Japan's 
resulting large contribution to 
the Chinese customs revenues, 
that a fair and suitable adjust- 
ment may be effected with the 
above fact in view in regard to 
the future operations of the cus- 
toms system; that is to say, 
concerning such matters as the 
custodian banks and the pro- 
portion of foreign nationals to 
be employed in the customs 
staff. We desire to make it 
clear, however, that this is not 
proposed as a condition of ouc 
acceptance of this agreement, 
but only as a frank expression 
of our desire. It is hoped that 
such special conference as is 
mentioned above in its delibera- 
tions upon the conditions in- 
volving questions scch as cus- 
tody and supervision of tariff 
revenues should take into con- 
sideration the above expressed 
desire of Japan." 

And then the notes reported 
by the secretary general's office 
added : 

''The delegates of France, 
Italy, Belgium, and Holland 
associated themselves with the 
Japanese delegntion." 

Senator Underwood wished to 
say that at the same time he 
also stated that he recognized 
the fact that the revenues that 
had already been allocated to 
the Chinese contracts would not 
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be changed because they were 
part of an exipting contract, 
but other additional revenues 
were free to be deposited in 
such banks as could be deter- 
mined. 

He thousbt that so far as 
tbe present 5 per cent tariff 
was concerned, there could ba 
no question that that which had 
been allocated to the payment 
of the interest on the bonds 
already issupd, could not be 
deposited with other than the 
banks named before. As to the 
balance of that 5 per cent, it 
was free to be deposited in other 
banks when it was not needed 
and when it was turned over to 
the Chinese Government. 

Now, as to the revenue that 
was to be derived hy the addi- 
tional surtax of 2 1/2 per cent, 
that would be in the control and 
under the determination of the 
special ronference when it met, 
and that conference, in determin- 
ing the putting into effect of this 
2 1/2 per cent surtax would 
have the right and power, with 
the consent of China, of course, 
to a reallocation of these funds 
in the various solvent banks in 
China. 

He did not think it was a 
question that this conference 
could settle; he thought it was 
far better to leave it to the 
special conference that had 
already been ordered to handle 
the customs tariff, because its 
members would meet in China, 
they would be in touch with 
the situationi they would know 



better what to do. 

Senator Underwood wished in 
conclusion to say that though he 
had no doubt that the two 
banks that had handled in the 
past the revenues of China, had 
done so efficiently and in an 
honorable way and effectively, 
yet for the large amount of 
revenue collected for govern- 
mental purposes in China to 
continue to go through separate 
banking institutions and all the 
other banks of China be deprived 
of deposits of that kind, would 
naturally lead to misunder- 
standings — not serious misunder- 
standings, but it did not appear 
to be an equal and fair distri- 
bution of the money involved. 
It gave undue power to certain 
institutions by reason of these 
government deposits. Now, Sen- 
ator Underwood did not think 
it would be wise for this con- 
ference to take any further action 
in the matter; but he thought 
he could say it was the senti- 
ment of the sub-committee that, 
in the reallocation of these ad- 
ditional funds, there should be 
an opportunity for other solvent 
banks of the various nations 
sitting at this board to have a 
reasonable amount of the de- 
posits derived from these re- 
venues. So far as he understood 
it, he thought that that senti- 
ment met with the approval of 
the representatives of the Chin- 
ese Government on the sub- 
committee, and he hoped it met 
with the entire approval of the 
Chinese delegation. 
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CHAPTER VI 



THE PLENARY SESSION 



At the Sixth Plenary Session, 
held on February 4, 1922, the 
final draft of the Gastoms' 
Treaty was announced to the 
public. The official minutes of 
the meeting run as followe: 

Senator Underwood (speaking 
in English): Mr. Chairman, I 
realize fully that the delegates 
seated at this table understand 
why the nine Powers have 
agreed with China on the adop- 
tion of a customs tariff, but in 
this twentieth century treaties 
have ceased to be compacts of 
Governments. If they are to 
Jive and survive, they must be 
the understandings of the people 
themselves. (Applause.) 

It may seem an anomaly to 
the people of the world who 
have not studied this question 
that this Conference, after de- 
claring that it recognizes the 
sovereignty and territorial inte- 
grity of China, should engage 
with China in a compact about 
a domestic matter which is a 
part of her sovereignty. To 
announce the treaty without an 
explanation may lead to mis- 
understanding, and therefore I 
aek the patience of the Confer- 



ence for a few minutes that I 
may put in the record a state- 
ment of the historic fact<^ lead- 
ing up to present conditions, 
which make it necessary that 
this Conference should enter 
into this agreement. 

The conclusions which have 
been reached with respect to the 
Chinese Maritime CuBtoms tariff 
are two in number, the first 
being in the form of an agree- 
ment for an immediate revi- 
sion of existing schedules, so 
as to bring the rate of duty 
up to a basis ot 5 par cent 
effective. The second is in the 
form of a treaty, and provides 
for a special conferenca which 
shall be empowered to levy 
surtaxes and to make other 
arrangements for increasing the 
customs schedules above the 
rate of 5 per cent effective. 

In order to understand the 
nature and the reasons for 
these agreements, it is well to 
bear in mind the historical 
background of the present treaty 
adjustment, which places such 
a large control of the Chinese 
customs in the hands ol foreigni 
powers. 
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The origin of the Chinese 
customs tariff dates back to 
the fourteenth century, but the 
administration system was of 
sach a nature that constant 
friction arose with foreiga 
merchants engaged in trade 
with that country, and culmina- 
ted in an acute controversy 
relating to the smuggling of 
opium, sometimes known as 
the Opium War of 1839-1842. 

This controversy ended in 
1842 with the Treaty of Nan- 
kin, between China and Great 
Britain. The Treaty of Nankin 
inaiked the beginning of Chio- 
ere relations on a recognized 
legal basis with the countries 
of the Western World, and is 
likewise the beginning of the 
history of China's present tariff 
system. 

By the Treaty of Nankin it 
was agreed, that five ports 
should be opened for foreien 
trade, and that a fair and 
regular tariff of export and 
import customs and other daes 
should be published. 

In a Eubsequent treaty of 
October 8, 1843, a tariff sche- 
dule W8S adopted for both im- 
ports and exports, based on the 
general rate of 5 per cent ad 
valorem. 

In 1844 the first treaty bet- 
ween China and the United 
States was concluded. In this 
treaty the tariff upon which 
China bad agreed with Great 
Britain was made an integral 
part of its provisions, and most- 
favored-nation treatment was se- 
cured for the United States in 



the following terms : 

"Citizens of the United States 
resorting to China shall in no 
case be subj-'ct to other or 
higher duties than are or shall 
be required of the people of any 
other nation whatever, and if 
additional advantages or privi- 
leges of whatever description be 
conceded hereafter by China to 
any other nation, the United 
States and the citizens thereof 
ehill be entitled thereupon to a 
complete, equal, and impartial 
participation in the same." 

In the same year a similar 
treaty between China and 
France was concluded, and in 
1847 a like treaty was entered 
into with Sweden and Norway. 

After an interval of a little 
over a decade, friction again 
developed and a war ensued. 

la 1851, when npgotiations 
were again resumed, silk had 
fallen in value, prices of foreign 
commodities had changed, and 
the former schedule of duties no 
longer represented the rate of 5 
per cent ad valorem. 

In 1858 China concluded 
what W8S known as the Tien- 
tsin Treaty with the Unitfd 
States, Russia, Great Britain 
and Prance. 

The British treaty, which 
was the most comprehensive, 
bsing completed by an agree- 
ment as to the tariff and rules 
of trade, was signed at Shang- 
hai on November 8, 1858. By 
this agreement a schedule of 
duties was provided to take the 
place of the schedule previously 
in force. Most of the duties 
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were epecifio, calculated on thn 
basis of 5 per cent of the pre- 
vailing values of articles. 

The tariff schedule thus 
adopted in 1858 underwent no 
revision, except in reference to 
opium] until 1902. 

The beginning of foreign ad- 
ministrative supervision of the 
maritime customs dates biok to 
the time of the Taiping Re- 
bellion, when, in September 
3853, the city of Shanghai was 
captured by the Taiping rebels. 
As a consequence the Chinese 
customs was closed and foreign 
merchants had no offices to 
collect customs duties. 

In order to meet the emerg- 
ency, the foreign consuls collect- 
ed the duties until June 29, 
1854, when an agreement was 
entered into with the British, 
American and French consuls 
for the establishment of a for- 
eign b:iard of inspectors. Under 
this agreement a board of for- 
eign inspectors was sppointod, 
and continued in office until 
1858, when the tariff commis- 
sion met and agreed to rules 
of trade, of which Article X 
provided that a uniform cus- 
toms system should be enforc- 
ed at every port, and that 
a high officer should ba ap- 
pointed by the Chinese Govern- 
ment to superintend the foreign 
trade, and that this officer 
might select any British subject 
whom he might see fit to aid 
him in the administration of 
the customs revenue, and in a 
number of other matters con- 
nected with commerce and 



navigation. In 1914, just as the 
Great War was breaking, there 
were 1,357 foreigners in the 
Chinese customs service, repre- 
senting 20 nationalities among 
a total of 7,441 employees. 

It is appropriate to observe 
that the present administrative 
system has given very great 
satisfaction in the matter of its 
efficiency and its fairness to the 
interests of all concerned, and 
in that connection I desire to 
siy that, when the considera- 
tion of th'S tariff treaty was 
before the sub-committee that 
prepired it, there was a general 
and, I may say, universal senti- 
mant about the table from the 
delegates representing the nine 
Powers, that on account of the 
disturbed conditions in China 
to-day, un=iettled governmental 
conditions, it was desirable, if 
it met with the approval of 
China, that there should be no 
disturbince at this time of the 
present administration nf the 
customs system. In response to 
that sectiment, which was dis- 
cussed at the table, Dr. Koo, 
speakirg for the Chinese Gov- 
ernment, made a statement 
which I have been directed by 
the full committee to report to 
this plenary ses?ion, which is 
as follows : — 

"The Chinese Dalegation has 
the honor to inform the Com- 
mittee on the Far Eastern 
Questions of the Conference on 
the Limitation of Armament 
that the Chinese Government 
have no intention to effect any 
change which may disturb the 
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present administration of the 
•Chinese maritime customs." 

Speaking only for myself, I 
hope that the day may not bs 
far distant when China will 
have established a parliamen- 
tary government representing 
her people, and that thus an 
opportunity will be given h^r 
to exercise in everv respect her 
full sovereignty and regulate her 
own customs tariffs. 

Bat for the present, on ac- 
count of the disturbed conditions 
in China, it is manifest that 
iihere must ba an agreement 
and understanding between 
China and the other nation^ 
involved in her trade, and I 
Want to say that this agree- 
ment as it is presented to the 
<])onference to-day, meets the 
approbation of the representa- 
tives of the Chinese Govern- 
m^nt. 

Between the period of 1869 
and 1901 a series of agree- 
ments were entered into which 
establish sppcial tariff privileges 
with various Powers respecting 
movrments of trade. TbU 
period culminated in a greatly 
involved state of affairs which 
led to the Boxer Revolution, 
out of which grew the doctrine 
of the open door. 

In 1902, in accordance with 
the terms of the Boxer protocol, 
a, comm.ijs'oa met at Shanghai 
to revise the tariff schedule. 
This revision applied only to 
the import duties and to the 
free list. Most of the duties 
were specific in character, and 
the remvnder were at 5 per cent 



ad valorem. Non-enumerated, 
goods were to pay 5 per cent 
ad valorem. All the duties re- 
mained subject to the restrictions 
of the earlier treaties, hnd those 
of the export duties which are 
still in force are the specific 
duties contained in the schedule 
of 1858. 

In 1902 a treaty was concluded 
between China and Great Bri- 
taiti which laid a basis for the 
sub^fquent treaties between 
China and the United States 
and China and Japan in 1903 
along similar line^. In the pre- 
smbh of the British treaty the 
Chinese Government undertakes 
to discard completely the system 
of levying likin and other dues 
on g->ods at the place of pro- 
duction, in transit, and at desti- 
nation. 

The British Government in 
turn consents to allow a surtax 
on foreign goods importeiii by 
British subjects, the amount of 
this surtax on imports not to 
exaeed the equivalent of one 
and one-half times the existing 
import duty. The levy of this 
additional surtax being contin- 
gent upon the abolition of the 
likin has never gone into effect, 
but remains, nevertheless, the 
broad basis upon which the 
gen^r^l echedules of Chinese 
tariff duties may ha increafed. 

It is clear from the foregoing 
brief summary that two mea- 
sures were necessary in dealing 
with the Chinese customs, the 
first baing that of the revising 
of the tariff schedules as they 
exist, so as to make them con- 
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foim to the rate of 5 per cent 
effective, as provided by the 
treaty. 

Second, to pave the way for 
the abolition of the likin, which 
constitntes the basis of higher 
rates. In the meantime, how- 
ever, it is recogniz'?d that the 
Chinese Government requires 
additional revenue, and in or- 
der that this may be supplied, 
a special conference is charged 
with the levying of a surtax of 
2^ per cent on ordinary duties, 
and a surtax of 5 per c^nt on 
the luxuries, in Addition to the 
established rate of 5 per cent 
effective. 



In ]896 an agreement was 
made between Russia and China 
for the construction of the 
Chinese Eastern Railwajr, and 
as a part of this agreement, 
merchandise entering China 
from Russia was allowed to 
pass the border at one-third 
less than the conventional cus- 
toms duties. Afterwards, similar 
reductions were granted to 
France Japan and Grfat Bri- 
tain, where the merchandise 
entered China across her land 
frontiers and not by ^ea. 

This discrimination was un- 
fair to the other nations, nid 
not the least important para- 
graph in the proposed treaty ;g 
the one which abolishes this 
discrimination entirely. 

Mr. Chairman, I shall not 
read the formal parts of the 
treaty; I shall merely read the 
articles that are substantive. 

The first article reads: 



Article I. 

"The representatives of the 
Contracting Powers having 
adopted, on the fourth day of 
February 1922, in the city of 
Washington, a resolution, which 
is appended as an Annex to 
this article, with respsct to the 
revision of Chinese customs 
duties, for the purpose of mak- 
ing such duties equivalent to an 
effective 5 per centum ad 
valorem, in accordance with 
existing treaties concluded by 
China with other nations, the 
Contracting Powers hereby con-^ 
firm the said resolution and 
undertake to accept thn tariff 
rates fixed as a result of such 
revision. The said tariff rates 
shall become effective as soon 
as possible but not earjier than 
two months after publication 
thereof." 

Then follows an annex. It was 
intended originally for a sepa- 
rate resolution by the Con- 
ference to make the presents 
rate effective. As I have stat- 
ed, the rates of Chinese customs 
tariff were 5 per cent ad 
valorem, but they have been 
worked into specific rates, and 
China was not receiving under 
the old customs system the 
arncuat of revenue that she 
was entitled to under her 
treaty. But it was found when 
it was proposed lo piss this 
merely as a resolution that as 
these rates had been fixed 
in some of the treaties and 
specifically named, it was^ 
necessary to include the re- 
solution in the treaty so that- 
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it would abolish the binding 
power of the treaties that had 
already been made and sub- 
stitute this new provision in 
their stead. 
The annex reads as follows : 

Annex 

"With a view to providing 
additional revenue to meet the 
needs of the Chinese Govern- 
ment, the Powers represented 
at this Conffirence, namely, the 
United States of America, Bel- 
gium, the British Empire, 
China, France, Italy, Japan, 
The Netherlands and Portugal, 
agree : 

"That the customs schedule 
of duties on imports into China 
adopted by the Tariff Revision 
Commission at Shanghai on 
December 19, 1918 shall forth- 
with be revised so that the 
rates of duty shall be equivalent 
to 5 per cent effective, as pro- 
vided for in the several com- 
mercial treaties to which China 
is a party. 

"A revision commission shall 
meet at Shanghai, at the earliest 
practicable date to effect this 
revision forthwith and on the 
general lines of the last re- 
vision. 

"This commission shall be 
composed of representatives of 
the Powers above named and 
of representatives of any addi- 
tional Powers having Govern- 
ments at present recognized by 
the Powers represented at this 
Conference and who have trea- 
ties with China providing for a 
tariff on imports and exports 



not to exceed 5 per cent ad 
valorem and who desire to par- 
ticipate therein. 

"The revision shall proceed 
as rapidly as possible with a 
view to its completion within 
four months from the date of 
the adoption of this resolution 
by the Conference on the 
Limitation of Armament and 
Pacific and Far Eastern Ques- 
tions. 

'^The revised tariff shall be- 
come effective as soon as pos- 
sible, but not earlier than two 
months after its publication by 
the revision commission. 

"The Government of the 
United States, as convener of 
the present Conference, is re- 
quested forthwith to com- 
municate the terms of this re- 
solution to the Governments of 
Powers not represented at this 
Conference but who participated 
in the revision of 1918, afore- 
said." 

Then, the actual treaty pro- 
visions are incorporated, begin- 
ning with Article II, as follows: 

Article II. 
"Immediate steps shall be 
taken, through a special con- 
ference, to prepare the way for 
the speedy abolition of likin 
and for the fulfillment of the 
other conditions laid down in 
Article VIII of the Treaty of 
September 5, 1902, between 
Great Britain and China, in 
Articles IV and V of the Treaty 
of October 8, 1903, between the 
United States and China, and in 
Article I of the Sapplementary 
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Treaty of October 8, 1903, be- 
tween Japan and China, with a 
view to levying the surtaxes 
provided for in tboen artioies. 

"The special conference shall 
be composed of representatives 
of the Signatory Powers, and of 
such other Powers as may desire 
to participate and may adhere 
to the present Treaty, in ac- 
cordance with the provisions of 
Article VIII, in sufficient time 
to allow their representatives to 
take part. It shall meet in 
China within three months 
after the coming into force of 
the present Treaty, on a day 
and at a place to be design- 
ated by the Chinese Govern- 
ment." 

iriicle III. 

"The special conference provid- 
ed for in Article II shall con- 
sider the interim provisions to 
be applied prior to the abolition 
of likin and the fulfillment of 
the other conditions laid down 
in the articles of the treaties 
mentioned in Article II; and it 
shall authorize the levying of a 
surtax on dutiable imports as 
from such date, for such pur- 
poses, and subject to such con- 
ditions aa it may determine. 

"The surtax shall be at a 
uniform rate of 2 1/2 per 
centum ad valorem; provided, 
that in case of certain articles 
of luxury which, in the opinion 
of the special conference, can 
bear a greater increase without 
unduly impeding trade, the 
total surtax may be increased 
but may not exceed 5 per cen- 
tum ad valorem. 



Article IV. 

"Following the immediate 
revision of the customs schedule 
of duties on imports into China, 
mentioned in Article I, there 
shall be a further revision 
thereof to take effect at the 
expiration of four years follow- 
ing the completion of the 
aforesaid immediate revision, in 
order to ensure that the customs 
duties shall correspond to the 
ad valorem rates fixed by the 
special conference prodded for 
in Article II. 

"Following this further re- 
vision there shall be, for the 
same purpose, periodical re- 
visions of the customs schedule 
of duties on imports into China 
every seven years, in lieu of 
the decennial revision authori- 
zed by existing treaties with 
China. 

"In order to prevent delay, 
any revision made in pursuance 
of this Article shall be effected 
in accordance with rifles to be 
prescribed by the spec'al con- 
ference provided for in Article 
II. 

irticls V. 

"In all matters relating to 
customs duties there shall be 
effective equality of treatment 
and of opportunity for all the 
Contracting Powers. 

Article VI. 
"The principle of uniformity 
in the rates of customs duties 
levied at all the land and 
maritime frontiers of China is 
hereby recognized. The special 
conference provided for in Article 
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II shall make arrangements to 
€ive practical effect to this 
principle; and it is authorized 
to make equitable adjustments 
in those cases in which a cus- 
toms privilege to be abolished 
was granted in return for some 
local economic advantage. 

"In the meantime, any in- 
crease in the rates of customs 
duties resulting from tariff re- 
vision, or any surtax hereafter 
imposed in pursuance of the 
present Treaty, shall be levied 
at a uniform rate ad valorem at 
all land and maritime frontiers 
of China. 

Articia VU. 
"Th« charge for transit passes 
«hall be at the rate of 2 1/2 per 
centum ad valorem until the 
arrangemeiits provided for by 
Article II come into force. 

Article VIIL 

^'Powers not signatory to the 
present Treaty whose Govern- 
ments are at present recognized 
by the Signatory Powers, and 
whose present treaties with 
China provide for a tariff on 
imports and exports not to ex- 
ceed 5 per centum ad valorem, 
shall be invited to adhere to 
the present Treaty. 

"The Government of the 
United States undertakes to 
make the necessary communica- 
tions for this purpose and 
to inform the Governments 
of the Contracting Powers 
of the replies received. Adhe- 
rence by any Power shall be- 
come effective on receipt of 



notice thereof by the Govern- 
ment of the United States. 

Article IlL 
"The provisions of the pre- 
sent Treaty shall override all 
stipulations of treaties between 
China and the respective Con-> 
traeting Powers which are 
inconsistent therewith, other 
than stipulations according to the 
most favored nation treatment. 

Article X, 
"The present Treaty shall Im 
ratified by the Contracting 
Powers in accordance with 
their respective constitutional 
methods and shall take effect 
on the date of the deposit of 
all the ratifications, which shall 
take place at Washington as 
soon as possible. The ' Govern- 
ment of the United States will 
transmit to the other Contract- 
ing Powers a certified copy of 
the proces-verbal of the deposit 
of ratifications. 

"The present Treaty, of which 
the English and French texts 
are both authentic, shall re- 
main deposited in the archives 
of the Government of the Unit- 
ed States, and duly certified 
copies thereof shall be trans- 
mitted by that Government to 
the other Contracting Powers. 

"In faith whereof the above 
named plenipotentiaries have 
signed the present Treaty. 

"Done at the City of Wash- 
ington the sixth day of Feiiru- 
ary, one thousand nine hundred 
and twenty-two." 

In conclusion, I can say that 
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the adoption of this treaty and 
putting it into effect will in all 
probability double the existing 
revenues of China received from 
maritime and inland customs. 
I say in all probability, because 
the amount of revenue of courPe 
is governed by the amount of 
imports and exports coming 
into a country and going out 
of a country, and naturally no 
one can predict with absolute 
certainty. 

The Chinese Government is 
badly in need of this revenue, 
and it will be a great relief to 
existing conditions there if the 
treaty is ratified at an early 
date. I request its ratification. 

The Chairman (speaking in 
English) : The French Delega- 
tion has been kind enough to 
waive the translation into 
French of Senator Underwood's 
speech. 

The resolutions to which 
Senator Underwood referred, 
which have been adopted in 
the committee, and the Treaty 
embodying these resolutions, 
are before yon for adoption and 
approval. Is there any dis- 
cussion ? — Mr. Sze. (Applause.) 

Mr. Sze (speaking in Eng- 
lish) : Mr. Chairman and 
gentlemen, with reference to 
the Chinese tariff question, I 
desire to thank Senator Un- 
derwood for his clear exposi- 
tion of its origin and its his- 
torical development, and also 
for his sympathetic apprecia- 
tion of the united and ardent 
aspiration of the Chinese peo- 



ple toward the recovery of 
tariff autonomy, so essential to 
the well-boing of China. As 
the views of the Chinese Dele- 
gation on the various aspects 
of this question have been fully 
set forth in the various state- 
ments made by my colleague, 
Dr. Koo, at several meetinsrs 
of the Committee on Far 
Eastern Questions, I shall con- 
tent myself, Mr. Chairman^ 
with a request that the follow- 
ing statements be spread upon 
the records of this eespionv 
nanaely : the statement of Jan- 
uary 5, 1922 ; the statement of 
January 16, 1922 ; and the 
statement of February 3, 1922. 

Senator Underwood's state- 
ment that the present customs 
treaty is drawn up to meet only 
the present temporary conditions 
in China coincides with the 
understanding of the Chinese 
Delegation and the aspirations 
of the Chinese people, who look 
eagerly toward the earliest res- 
toration of full tariff autonony. 

I may add that the present 
seeming disarray and unrest in 
China is only a transition, 
unavoidable in the great change 
of a country from a despotic 
form of government to that of 
a democratic republic. This has 
been the experience of all the 
countries of the world. The 
Chinese people are fully con- 
vinced, that, with their genius 
and their experience of four 
thousand years of government, 
they will be able to evolve, at 
an early date, an united and 
strong China. (Applaasa.) 
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CHAPTER VII 

DISCUSSION IN U. S. SENATE 



China's tariff was rather fully 
disoussed when the Tariff Treaty 
was brought up for discnasion 
in the United Stales Senate, in 
March 1922. About half a do- 
zen United States Senators felt 
called upon to comment in open 
session on the evident injustice 
to China of the international 
convention that was adopted by 
the Washington Conference. 
Senator Lodge remarked that 
if any explanation were nece- 
sary they could be given by 
Senator Underwood. Senator 
Underwood was heckled by 
several of his colleagues, and in 
defending himself made many 
frank statements about the tariff 
treaty. These remarks are im- 
portant as they show the senti- 
ment of the United States 
Senate, before which any treaty 
that may later be negotiated on 
this subjact will have to be 
submitted for ratification. 

The debate on China's tariff 
appears in the Congressional 
Record of March 30, 1922, and 
runs as follows :- 

Mr. Lodge. — If any explana- 
tion is required, the Senator 
from Alabama, to whose skill 
and ability we owe this treaty, 
is the person to make it. 

Mr. Underwood. — Mr. Presid- 
ent, I realiz9 that if there is a 
sovereign power that exists in a 



go\rernment which is necessary 
to the life of a government it is 
the power to raise revenue to 
support the government because 
no government can exist without 
that power. I recognize fully 
that the right to control customs 
revenue in a government is a 
part of its sovereign power. So 
the question of the Senator 
from Utah as to whether the 
treaty invades the sovereign 
power of China is a pertinent 
one. On its face and without 
explanation I think it might 
be regarded that the. treaty did 
invade that sbvereign power» 
but we have to understand the 
history of this case to some 
extent in order to understand 
the necessity for the treaty. 

Because nations possess sover- 
eign powers, and sometimes 
sovereign powers that are vital 
to the life of the nationi it 
does not at all mean that they 
do not sometime yield a part 
of those sovereign powers and 
make concessions of their sover- 
eign powers for their own good 
and the good of the world. We 
have done so in some of the 
treaties we have ratified within 
the last week. All nations do 
so. We have made a treaty 
yielding our sovereign right to 
control the waters of the St. 
Lawrence River in order to 
preserve Niagara. It is a 
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matter of very Bmall moment, 
and yet we have yielded our 
sovereign control over the 
watera of that river. There are 
many other instances where 
sovereignty is yielded. 

O'courae, I realize the power 
of taxation is a very vital part 
of sovereignty; but this situa- 
tion has grown up. It is a 
condition where we are acting 
for the benefit of China. I think 
it was in 1853 that the 
Ro-?alled opium war took place. 
I shall not go into all the 
dptaila, but during the progress 
of the war the American, British 
and French consuls took pos- 
session of some of the ports of 
China and administered the 
customs revenues. There was 
great confusion in the adoxi- 
nistratioa of the customs re- 
venues, and afterwards China 
yielded to Great Britain a con- 
cession that she would not 
charge on imports coming into 
the territory of China more 
than 5 per cent ad valorem. 
Two yearj later she made the 
same concsssion to the United 
States. 

Mr. Williams, — To France. 

Mr. Underwood — I thought it 
was the United States second 
and France third. The Senator 
from Mississippi may b; right. 
At any rate, in two or three 
years conMSsions were mide to 
the United States and France, 
and then to the other nations, 
including the eight nations 
which signed the pending treaty 
contract, and in addition to 
those were Spain and Sweden. 



Those treaties ran along for a 
numbar of years and were re- 
newed from time to time until 
we came down to this question. 
Before going into the treaties 
I wish to answer the question 
of the Senator from Utah, 
When the conference met on 
Far Eastern qu'stions we found 
that there were 10 nations in 
the world with whom China 
had made treaty contracts sur- 
rendering that portion of her 
soverajgoty, and by those con- 
tracts had agreed not to charge 
more than 5 p^r cent ad val- 
orem or equivalent duties in 
specific rates against the goods 
of those countries crossing the 
Chinese border. That may seem 
vary remarkable. I am not 
justifying those treaties. They 
happened long before our time. 
I wish the Senate to remember 
that such treaties have not only 
been made with China, but 
some years ago, and not so 
many years ago, under the 
McKinley tariff, this Govern- 
ment of ours made certain re- 
ciprocity treaties with other 
countries by which we agreed 
that we would only charge 
certain tariff rates against 
certain countries, and in 
fact under present laws we 
have made certain conces- 
sions in tariff rates not pro- 
bably as far as this tariff rate 
goes, but along the same line. 
So our own Government from 
time to time has made con- 
cessions to other governments 
limiting the amount of tariff 
duties which we would charge. 
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Mr. Hitohcock. — Mr. President, 
can the Sendtor from Alabama 
see distinction between the 
condition of China) though, and 
the condition of an independent 
and powerful countrjr like the 
United States, which may make 
a reciprocal bargain with an- 
other county and for the re- 
ciprocal good of the two coun- 
tries agree with the other upon 
tariff rates? Here is the case 
of a tariff being forced upon 
China from which China gets 
no compensating benefit, vari- 
ous countries simply uniting 
and compelling China to accept 
an utterly inadequate tariff. 

Mr. Underwood. — I will say 
to the Senator from Nebraska 
that there is no difference in 
principle ; but I see the point 
that the Senator mskes. Of 
course, there is no difference 
between the United States mak- 
ing the concession of a lower 
tariff or lowing our tariff walls 
to a South American Republic, 
as we have done under re- 
ciprocal treaties, and the agree- 
ment which China makes in 
this instance. I understand what 
the Senator means is that he 
thinks China was forced into 
this agreement ; but I want to 
assure him that that is far 
from being the faot. Not one 
syllable of this treaty was writ- 
ten until China first consented 
and asked that it be done. 

Mr. Williams. — It was framed 
on China's initiative, was it not? 

Mr. Underwood. — Yes. 

Mr. King. — ^Will the Senator 
yield to me? 



Mr. Underwood. — Yes ; I yield. 
Mr. King. — I apologize for 
interrupting the Senator. 

I take the Senator's word as 
to the attitude of the dele- 
gates representing the Peking 
Government, but the Senator 
certainly must know that 
there has been profound dis- 
appointment expressed by the 
Chinese people over the treaty ; 
and that the Cantonese govern- 
ment and its representatives, 
call them revolutionary or not — 
I express no opinion in regard 
to that — have denounced this 
treaty as being hostile to the 
best interests of China and as 
having been imposed upon her 
by a group of nations Which 
are seeking her economic, if 
not her political, destruction. 

Mr. Underwood. — I and not re- 
sponsible for what "hot-air art- 
ists" may contend, either in 
China or elsewhere, I know that 
some of the leading men in the 
Cantonese government approve 
of this treaty. They may not 
have so announcad publicly, 
but I know it otherwise. 

More than that, I know that 
in every country there is an 
organization party which sup- 
ports the government, and 
there is also an opposition 
party; and the opposition 
criticizes anything which the 
government does. I know that 
this treaty was not only made 
at the request of China — I know 
it because I prepared the treaty, 
and I spent four weeks in 
consultation about it — 'but I know 
that it met with the approval 
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of the Chinese Government be- 
fore it ever was reported to the 
plenary session of the confer- 
ence. 

Mr. King.— Will the Senator 
yield to me ? 

Mr. Underwood. — I will. 

Mr. King. — The Senator from 
Alabama may denominate the 
persons in China who are op- 
posed to the Peking military 
regime as "hot-air artists" ; he 
may make any criticism he 
pleases of them ; but I venture 
to state that he will discover 
that the mass of the China 
people will resent this treaty, 
and he will find that instead 
of those persons in China who 
are opposed to this treaty being 
"hot-air artists" they constitute 
a formidable part of the Chin- 
ese people. 

Mr. Underwood. — I think the 
Senator is entirely wrong. 

Mr. King.— Time will tell. 

Mr. Underwood. — The Senator 
from Utah is entirely wrong, 
because he does not understand 
the facts. If the Senator really 
understood this issue, he would 
not be wrong about it ; but he 
does not understand China's 
position. 

I want to call the attention 
of the Senator from Utah to the 
real situation. I do not believe 
the Senator from Utah is a 
member of the Foreign Rela- 
tions Committee, but the Sen- 
ator from Nebraska (Mr. Hitch- 
cock) is, and therefore he 
will know what I shall say is 
correct. Before I come to this 
particular treaty, however, I 



wish for a moment to review 
the history of the matter. Un- 
der the original treaty with 
China, starting in 1853, and 
coming on down China had 
agreed to charge a duty of 5 
per cent ad valorem on goods 
coming into China, or specific 
rates equal to that. 

Mr. Williams —Not less ? 

Mr. Underwood — Not more 
than 6 per cent. The treaties 
on that subject were renewed 
from time to time, but for con- 
venience the 5 per cent ad 
valorem was converted into a 
specific duty in all instances. 
For instance, if a suit of clo- 
thes worth $10 was imported 
into China, a 5 per cent ad 
valorepi rate would be 60 
cents ; but instead of leav- 
ing the duty at 5 per 
cent a«1 valorem to vary with 
the clothes, by treaty agree- 
ment the ad valorem rates were 
converted into specific rates, 
and it was provided that the 
duty on a suit of clothes should 
be not 5 per cent but 50 cents. 
Of coarse, I am speaking only 
figuratively, because that was 
not the actual rate of duty. As 
time went by the value of 
goods went up, so that instead 
of a suit of clothes being worth 
810, say, it^ increased to $15. 
Then the duty charge of 50 
cents did not represent a 5 per 
cent ad valorem basis, but 
much less — about 3 1/4 percent. 
China then asked of the na- 
tions that they carry out their 
treaty with her by making her 
5 per cent duty effective ; that 
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is, to give her 5 per cent really 
oa the true value of the goods. 
So the nations agreed to the 
request, and the rate was chang- 
ed from time to time. No longer 
ago than the 26th day of May, 
1921, the Senate of the United 
States ratified a treaty with 
China which attempted to make 
that 5 p?r cent rate effective. 
That treaty was reported by 
the Foreign Relations Com- 
mittee and ratified by the 
Senate, as I have stated, on the 
26th day of May, 1921, approv- 
ed by the President on Octobar 
30, 1921, and finally proclaim- 
ed on the 7th day of November 
1921, a few days before the 
meeting of the Washington Con- 
ference. That was the most re- 
cent attempt by the United 
States by treaty to make the 
5 per cent ad valorem rate 
effective. 

When China came to tbn 
conference she said that the 5 
per cent duty which, not the 
conference, not myself, but 
which the Senate of the United 
States on the 26th of last May 
made for her, did not afford 
sufficient revenue to enable her 
to run her Government. 

Mr. Lodge — .Mr. President, 
may I interrupt the Senator 
for a moment? 

Mr. Underwood. — Certainly. 

Mr. Lodge. — I merely wish to 
call the attention of the 
Senator and of the Senate to 
the fact that our present ex- 
isting customs treaty with 
China was signed at Washing- 
ton in October, 1920, having 



been negotiated by Bainbridge 
Colby and Mr. Wellington Kco, 
representing China. That treaty 
was not ratified and did not 
go into effect until the dates 
stated by the Senator from 
Alabama. 

Mr. Hitchcock. — Mr. President, 
I wish to say that I very well 
recall when that treaty was be- 
fore the Committee on Foreign 
Relations, and I should most 
certainly have opposed it and 
made the beet fight I" could 
against it had it not been lor 
the fact that it did slightly 
better the condition of China. 

Mr. Lodge. — It certainly did. 

Mr. Hitchcock. — I thought 
then and I said then and I 
think now that it is a per- 
fect outrage for the great 
nations of the world, while 
pretending to recognise the in- 
dependence of China, to dictate 
tn her ag to what her revenues 
shall be and what tariffs she 
shall levy. 

Mr. Lodge. I agree with the 
Senator in principle entirely as 
to that, but we have to look 
at the other side of the picture. 
Suppose we should not ratify 
this treaty. In that event China 
will be bound hand and foot by 
the old treaty. The pending 
treaty gives her a very sub- 
stantial increase in her revenues. 
If we defeat it, she must con- 
tinue with the old duties. So 
far as it being American policy 
is concerned, I merely mention 
the fact that we have had cus- 
toms treaties with China since 
1853. 
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Mr. Hitchcock. — I really think, 
if the Senator from Alabama 
will permit me, that we commit 
a most egregious act of in- 
sincerity when in the first 
article of the treaty just ratified 
we say- 

(1) The contracting powers- 
other than China, agree to re, 
spect the sovereignty, the inde- 
pendence, and the territorial 
and administrative integrity of 
China— 

And then combine to impose 
this outrage upon her. I think 
that is hypocrisy ingrafted onto 
a treaty. I think if we were 
going to do that thing we ought 
to say that we propose to de- 
prive China of that much of her 
independence and that much of 
her sovereignty and dictate to her 
a 5 per cent tariff. I can not 
view it as anything else than 
an outrage committed by power- 
ful nations in combination, and 
it is all the more egregious 
when we take into account that 
China, as we all know, is suf- 
fering because her national 
Government can not raise even 
enough revenue to pay Japan 
$15,000,000 or $20,000,000 cash 
to bay the Shantung Railroad, 
that that railroad has got to 
remain part in the control of 
Japan on that acLount. 

Mr. Underwood, I think the 
Senator is mistaken about that. 
My information as to the Shan- 
tung Railroad is that they 
could raise the cash although 
not through the Government 
but by the people. They do not 



expect to raise it by the Gov- 
ernment. 

To come back to this treaty, 
if the Senator will examine on 
the record my statement, when 
I reported the treaty to the 
committee, on Far Eastern 
questions and my statement at 
the plenary session of the con- 
ference, he will note that I 
cvlled attention there to this 
very thought and said I hoped 
the day was not far distant 
when complete autonomy could 
be given to China in the con- 
trol of her tariff rates. I wish to 
say that, so far as I am con- 
cerned, I should be glad to 
have that done now, but China 
does not want it now; it would 
be most inconvenient to China 
to have it conceded now. I say, 
however, that it does not lie in 
the mouth of the Senate of the 
United States to criticizs the 
work of a commissioner of the 
President in trying to raise the 
tariff duties which China could 
levy when within the year the 
Senate of the United States has 
ratified an independent treaty 
with China confining her tariff 
rates to 5 per cent effective. 

Mr. Walsh of Montana. I 
rise, Mr. President, to inquire 
ni the Senator what nations 
there are which insist upon im- 
posing these restrictions upon 
China? I assumed that the 
American delegates and the 
American public had every de- 
sires to free China from every 
restriction in relation to her 
revenues; I assumed that the 
American delegates did every- 
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thing they could to attain that 
enfi. 

Mr. Underwood. The Senator 
is entirely right. 

Mr. Walsh of Monotana. But 
they could not get everything 
they wanted for China by rea- 
son of the opposition of somp 
other countries which wanted 
to keep her tied down. So I 
rose to inquire what other 
countries there are which want 
to keep China restricted. But 
now I le*rn from the Senator, 
it I understood him right, that 
in the jadgment of the Amer- 
ican delegates they continued 
to kefp China tied down for 
her own good. 

Mr. Underwood. Oh, no; rot 
the American delegates. The 
Senator is wrong about that; 
but he is entirely right about the 
proposition in general. I repre- 
sented the American delegation 
.in writing this treaty, and I 
stated repeatedly what the 
Senator says. 

I did not agree to one word 
in the treaty until China's 
representatives agreed to it 
first. More than that, I stated 
what Senators on this floor do 
not seem to be willing to con- 
cede, and that is that this is a 
sovereign right and it is in re- 
gard to a trade contract, and 
that China has the right this 
hour, or this day, if she 
wants to, to denounce the ex- 
isting contracts and this con- 
tract, and to renew her entire 
autonomy with reference to 
writing these tariff rates. I 
stated that on the floor of the 



far eastern committee without 
contradiction; so that when 
Senators are trying to make 
it appear here that this is in 
opposition to the interests of 
China they are overlooking en- 
tirely the fact that this is not 
one of those treaties that once 
made can not be revoked. We 
did it. We made certain con- 
cessions in the reciprocity 
treaties under the McKinley 
bill to certain Republics in 
South America and probably 
some others — I do not recall 
all, but certainly to the South 
Ameiican Republics — con- 
ceding them lower rates of 
tariff under certain conditions ; 
and then, without rhyme or 
reason or asking consent, the 
Govprnmont of the United States 
P'lgsed the Dingley bill and 
revoked every one of those con- 
cessions without saying "by 
your leave" or anything else. 
It has been repeatedly done: 
and it can de done in this 
instance. 

The Senator from Massa- 
chusetts was in his seat in the 
committee when I made that 
announcement in reference to 
this very matter, and it did 
not bring about a dispute. It 
was not denied, and, more 
than that, it was conceded by 
some of the ablest delegates 
there, so that all of this idea 
that some wrong is being done 
China by this treaty is a^mere 
imagery. It does not exist. 
China wants to keep these 
treaties. She has the right to 
denounce tham. This is the 
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right recognized in internation- 
al law. There are certain 
classes of treaties that can 
not be denounced. The Sen- 
Senate itself passed here, at the 
instance of the senior Senator 
from Washington (Mr. Jones) 
a joint resolution denouncing a 
lot of trade contracts in re- 
ference to the shipping of this 
country, and the former Presi- 
dent of the United States sign- 
ed the joint resolution. Thore 
was nothing unusual in this. 
China can denounce these trea- 
ties if she wants to, but she 
does not want to. What China 
does want in this matter is to 
get more money, and I, repre- 
senting the American delega- 
tion on that subcommittee tried 
to arrange this treaty so as to 
conform as nearly to her de- 
sires as I could. 

Of course, I met with some 
objections. One of the greatest 
difficulties that I had in ar- 
ranging this treaty grew out of 
the fact that notwithstanding 
the fact that we had a favored 
nation treaty with China, she 
bad a number of years ago 
conceded to Russia first a re- 
duction of duties of one-third 
for goods crossing the Russian 
border and then, when France 
demanded the same right in 
Indo-China, she made the same 
concession there, and England 
demanded it at Hongkong, and 
she made it there, with the result 
that although for years we had a 
favoured nation clause treaty 
with China, and so did some of 
the other countries, because 



these demands had been mado 
upon her she had made the- 
concession. I admit that when 
it was originally made it did 
not seriously affect us, because 
the class of goods coming in 
from Russia were not in com- 
petition with the class of goods 
coming from America, and the 
rate existing then was only 
Bi per cent, because the 5 per 
opnt was not effective, and a 
third of it was only about 1 per 
cent; but if these rates of duty 
are going to be increased to 
12 1/2 per cent, then one-third 
would be $4 on the hundred, 
and it would have been a very 
serious discrimination against 
the United States if it had been 
maintained. 

I do not care to discuss the 
difficulties with other countries, 
becaube that is not necessary 
and it is not a wise thing' 
to do; but there were some 
grave difficulties in securing." 
the concession in this treaty 
that lets oar goods of all other 
nations go into China on the 
same basis, whether by land or 
by sea, 

Mr. Watson of Georgia. Mr. 
President — 

The Presiding Officer (Mr. 
Wadsworth in the chair). Does 
the Senator from Alabama 
yield to the Senator from 
Georgia? 

Mr. Underwood, Yes; I yield. 

Mr. Watson of Georgia. I will 
ask the Senator from Alabama 
if it is not true that in each 
instance which he has mention- 
ed China yielded to force, and 
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is she not yielding to force 
now? 

Mr. Underwood. — No; she is 
not. I oan say that of my own 
knowledge. She did yield to 
force in the beginning about 
this, in all probability, but she 
is not yielding to force now, 
and I know it because I will 
tnll the Senator from Georgia 
that at one time in these n'^- 
gotiations I thought they were 
about to fail, and I told the 
rppresentative on the committee 
from China — I was chairman 
of the committee — that I was 
ready to tpport the matter back 
to the full committee and say 
that we codld go no further we 
would have to fail of action;* 
and he earnestly urged me, on 
bphalf of his government, to do 
all I could to put this treaty 
throucrh as we have it. 

Mr. Pittman — Mr. President — 

Mr. Underwood. — ^I .vield. 

Mr. Pittman. — This treaty is 
better than those they had, and 
this was the best that you 
could get, and they knew it. 

Mr. Underwood. — To be sure; 
but there are other reasons why 
they want this treaty now, and 
I hope the Senator will not ask 
me to express them on the 
floor. There are other good 
reasons why China prefers to 
have this treaty now. She could 
denouace the treaty if she 
wanted to. 

Mr. Pittman. — Mr. President, 
I intend to vote for this treaty, 
and that is one of the two re- 
asons why I propose to- do so. 
The other reason is that both 



the Senator from Alabama and 
the Senator from Massachusetts 
have expressed the same view 
of the principles involved in 
this matter that is held by all 
of us. 

Mr. Underwood. — To be sure. 

Mr. King — Mr. President, may 
I ask the Senator a question? 

Mr. Underwood. — I yield. 

Mr. King. — If I understand 
the Senator, the situation in 
brief is this; China was bound 
by half a dozen cbains. This 
releases one chain, but still leaves 
her bound by five chains. 

Mr. Underwood. — No; it re- 
leases the whole situation as 
far as it goes. I will say to 
the Senator that the Chinese 
people are very slow ever to re- 
pudiate a contract or an obligar 
tion. They have the right to 
denounce a trsde obligation. We 
have done it. Other nations have 
done it. China has the right to 
do it, but she Is very slow to 
denouace any obligation that 
she has made. She much pre- 
fers tn make a new obligation 
to carry out what is necessary 
for her conditions, and she pre- 
ferred to enter into this new 
obligation, giving her greater 
revenue, improving the condi- 
tions of her tariff revenue, and 
not disturbing its present ad- 
ministration. That is the im- 
portant thing to her right now 
— its present {idministration. 
Under its present administration 
all the revenues collected, even 
in the Provinces of Canton that 
are said to be in rebellion, go 
to Peking. The military mand- 
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arins in the Provinces do not 
get this revenue, as they take 
the internal revenue that comes 
out of the Provinces, that no 
longer goes to Peking and for- 
merly went there. So the Gov- 
ernment of China does not desire 
at this time to have this con- 
dition distarbed although her 
representatives and delegates 
have repeatedly said that they 
hoped the day was not far dis- 
tant when complete autonomy 
in the management of their 
own revenues mieht be in their 
hands, and in that statement 
I have repeatedly agreed with 
them. I agree with them now. 
They do not want it now. 

Of course, as far as our 
Government is concerned, it 
is entirelv within the power 
of our Government to ratify 
this treaty and allow China 
to get the increased revenue 
that she desires under it, and 
then, if we want to, pass a 
separate resolution notifying 
China that we no longer hoM 
her to this contract, and that 
she can charge our merchandise 
going into China as much as 
she pleased ; bat I do not think 
that would be the wise thing 
to do. We must b=> just to 
China, but we must also be just 
to ourselves. We have a very 
large trade in China, a develop- 
ing trade; and if we want to 
be just to oar own people, why 
should we say that we will tear 
down the wall and allow China 
— I do not think China would 
take advantage of it, if you 
want to ask my opinion about 



that ; I think she would be 
fair — bat why should we allow 
China to impose a limited rate 
on the imports coming from 
other countries into China and 
allow her to put an increased 
and a higher rate on the mer- 
chandise coming out of Ameri- 
ca? Is that what we want to do 
to protect American trade and 
American citizens and Ameri- 
can rights? We have some 
rights in this matter ; but I 
think the thing to do is to 
enter into this treaty that 
China wants us to ratify. It is 
the best that we can make. 

Mr. Overman. Mr. President, 
do I understand that we have 
ratified a treaty of this kind 
before. 

Mr. Underwood. Within the 
year — the Senator from North 
Carolina ratified it — one that 
gave her only 5 per cent, ef- 
fective, and I am trying to 
give her 12 per cent. Here it 
is. It is on my desk if the 
Senator wants to see it — a 
treaty setting oat the specific 
rates on each article 

Mr. Hitchcock. Mr. Presi- 
dent, of course it is fair to say 
that the reason why that treaty 
was ratified without any objec- 
tion was that it took the place 
of a treaty that was worse. It 
gave China some relief. 

Mr. Underwood. Oh, to be 
sure ; the Senator is right about 
that ; but this treaty does the 
same thing. It gives China this 
much more relief. 

Mr. Hitchcock. I do not want 
to be too critical of this particular 
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item in the treaty, because I 
think there are some provisions 
in the treaty that are desirable; 
but I should like to ask the 
Senator, if he is at liberty to 
answer the question, what na- 
tion objected to relaxing that 
rule against China and giving 
China more latitude in fixing 
her tariff duties. 

Mr. Underwood. Objections 
were made, I hope the Senator 
will not ask me that question. 
Those objections were made 
not so much in open session as 
they were in private conversa- 
tion, because a representive at a 
session could merely say, ' I re- 
fuse assent," and those who were 
dealing with him baid to work 
it out. I think it is far better 
for international intercourse to 
assume that the objections were 
made, and not to attempt to 
place the repponsibility here. I 
think it is better for our coun- 
try, it is better for China, and 
I hope the Senator will not 
push the inquiry. 

Mr. Hitchcock. I have not 
any desire to pry into any ob- 
jectionable matter, 

Mr. Underwood. Objections 
were made; hut I want to say 
that the objections that were 
made were not to giving China 
entire autonomy in the control 
of her tariff, because she never 
asked, it. Her delegates said 
they hoped it would be grant- 
ed at some other date, and they 
would ask it, but in this con- 
vention they have never asked 
it, and we recognized that at 
this time it was not desirable 



for them to get it. 

Mr. Hitchcock. What reason 
was there for compelling China 
to adopt a tariff lower than 
the other countries? 

Mr. Underwood. As I said, 
this was practically what China 
asked at this time. Of course^ 
vvhen you come to change tariff 
rates you very seriously affect 
commerce. The commerce of 
some of these countries in that 
section of the world was very 
much tied up in the Chinese 
trade. They said that if these 
rates were unduly increased 
suddenly it would produce a 
reaction on their home Govern- 
ments, because, in hard and 
difficult times like this, 'it would 
likely destroy business enter- 
prise in their countries, and 
that radical, sudden change 
should not be made at this 
time. 

Mr. Hitchcock. I think that 
was a very reasonable objection; 
but why, then, was it not pro- 
posed to create a commission 
composed of representatives of 
these interested powers, so that 
the tariff might be changed 
from time to time, in the con- 
tingencies, and it would have an 
elastic character? 

Mr. Underwood. There is a 
commission provided for in this 
treaty, except that there is a 
limit on the rate. The rate is 
still limited, but the commis- 
sion has been created. It will 
not be a very difficult proposi- 
tion in the future. If China 
says she needs more tariff rates, 
this raises the limit, so to sp?ak. 
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and authorizes a commiBBioQ to 
operate. The comraiseion is 
provided for in this treaty. 

Mr. Hitchcock. — Howevt-r, the 
commisBion is given no power 
to increase the maximum. 

Mr. Underwood. — ^Not to go in 
the first instance above 7t/2 pnr 
cent, and when the MoKaye 
class of treaties is agreed to, not 
to go above 12^ per cent; but to 
that extent the coaamission can 
operate; and that has not been 
done before. This is a very 
much more liberal proposition, 
both in rate and in power than 
the treaty which was ratified by 
the senate last May ; and more 
than that, this treaty leads; it is 
on the way to complete auto- 
nomy for China in the control 
of their tariff rates, whereas the 
treaty which was ratified last 
spring by the Senate had not- 



hing of that kind in it. 

I want to say to the Senate 
that I would be glad, so far as 
I am concerned, to give China 
complete autonomy to-morrow 
in the control of her tariff rates. 
I want to see China as inde- 
pendent and aS sovereign a na- 
tion as possible. I want to say 
to my colleagues here that I 
did my utmost to aid China in 
accomplishing what she wanted 
in reference to the tariff, and 
if this treaty were defeated it 
would not help China. It would 
throw her back on the trqaty 
which was ratified last May, 
holding her down to 5 per, cent 
effective, giving her no commis- 
sion, and at the same time you 
would leave the difcrimination 
on the Russian and Indo-China 
border against the merchandise 
of your own country. 
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CHAPTER VIII 



THE TARIFF TREATY 



The complete text of the Tar- 
iff Treaty which has just been 
deposited in the archives of the 
American Government at Wash- 
ington, is as follows : 

The United States of America, 
Belgium, the British Eoapire, 
China, France, Italy, Japan, 
The Netherlands and Portugal : 

With a view to increasing 
the revenues of the Chinese 
Government, have resolved to 
conclude a Treaty relating to 
the revision of the Chinese 
customs tariff and coRnatn mat- 
ters, and to that end have ap- 
pointed as their Plenipoten- 
tiaries : 

The President of the 
United States of America : 

Charles Evans Hughes, Henry 
Cabot Lodge, 0?car W. Un- 
derwood, Elihu Root, citizdns 
of the United States ; 

His Majesty the King of the 
Belgians: 

Baron de Cartier de Mar- 
chienne, Commander of the 
Order of Leopold and of tha 
Crown, His Ambassador Ex- 
traordinary and Plenipotentiary 
at Washington; 

His Majesty the King of the 



United Kingdom of Great 
Britain and Ireland and of the 
British Dominions beyond the 
Seas, Emperor of India: 

The Right Hc^ourable Arthar 
James Balfour, O.M., M.P., Lord 
President of His Privy Council; 
The Right Honourable Baron 
Lee of Fareham, G.B.E., K.C. 
B., First Lord of His Ad- 
miralty; 

The Right Honourable Sir 
Auokknd Campbell Geddes, K. 
C B., His Ambassador Extraor- 
dinary and Plenipotentiary to 
the United States of America; 
and for the Dominion of Canada: 
The Ri«ht Honourable Sir Ro- 
bflrt Laird Borden, G. C. M. G., 
K.C; for the Commonwealth of 
Australia: Senator the Right 
Honourable George Foster Pearce, 
Minister for Home avd Tprri- 
tories; for the Dominion of New 
Zealand : Tho Honourable Sir 
John William Salmond, K.C, 
Judge of the Supreme Court o! 
New Zealand; for the Union of 
South Afiica: The Right Hon- 
ourable Arthur James Balfour, 
O.M., M.P.; for India: The Right 
Honourable Valingman Sanka- 
ranarayana Srinivasa Sastii , 
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Member of the Indian Council 
of State; 

The President of the Republic 
of China : 

Mr. Sao - Ke Alfred Sze, 
Envoy Extiaordlnary and Min- 
ister Plenipotentiary at Wash- 
ington ; Mr. V. K. Wellington 
Koo, Envoy Extraordinary and 
Minister Plenipotentiary at Lon- 
don ; Mr. Cnung-Hni Wang, 
fornaer Minister of Justice ; 

The President of the French 
Republic ; 

Mr. Albert Sarrau*^, Deputy, 
Minister of the Colonies ; 
Mr. Jules J. Jusserand, Am- 
bassador Extraordinary and Ple- 
nipotentiary to the United 
States of America, Grand Cross 
of the National Order of the 
Legion of Ho 3 our; 
His Majesty the King of Italy: 
The Honourable Carlo Sch- 
anzor, Senator of the Kingdono; 
The Honourable Vittorin Ro- 
landi Ricci, Senator of the 
Kinstdom, His Ambassador Ex- 
traordinary and Plenipotentiary 
at Washington ; The Honourable 
Luigi Albertini, Senator of the 
Kirgdom; 

His Majesty the Emperor of 
Japan : 

Baron Tomosaburo Kato, Min- 
ister for th«i Navy, Junii, a 
member of the First CIsps of 
the Imperial Ori'er of the Grand 
Cordon of the Rising Sun with 
the PaulownJa Flower; Baron 
Kijuro Shidebara, His Ambas- 
sador Extraordinary and Pleni- 
potentiary at Washington, Jo- 
shiij a member of the First 
Class of the Imperial Order of 



the Rising Sun; Mr, Masanao 
Hanihara, Vice-Minister for 
Foreign Affairs, Jushii, a 
member of the Second Class of 
the Imperial Order of the Ris- 
ing Sun; 

H^r Majesty the Queen of 
The Netherlands: 

Jonkheer Frans Beelaerts van 
Blokland, Her Envoy Extraor- 
dinary and Minister Plenipoten- 
tiary; Jonkheer Willem Hendrik 
de Beaufort, Minister Plenipo- 
tentiary, Charge d'Affaires at 
Washington; 

The President of the Portu- 
guese Republic : 

Mr. Jose Frsncisco de Horta 
Machado da Franca, Viscount 
d'Alte, Envoy Extraordinary 
and Minister Plenipotentiary at 
Washington ; Mr. Ernesto Julio 
de Carvalho Vaofoncpllos, Cap- 
tain of the Portuguese Navy, 
Technical Director of the the 
Colonial Office ; 

Who, having CDcbmunicated 
to each other their full powers, 
found to be in good and due 
form, have agreed as follows : 



ARTICLE I. 

The rppreaentativfS of the 
Contracting Powrs having ad- 
opted, on the fourth day of 
February, 1922, in the City of 
Washington, a Resolution, which 
is appended as an Annex ^o 
this Article, with respect to the 
revision of Chioese Customs 
dutier, for the purpose of mak- 
ing such duties equivalent to 
an effective 5 per centum ad 
valorem, in accordance with 
existing treaties concluded by 
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China with other nations, the 
Contracting Powers hereby con- 
firm thn said Resolution and 
^undertake to accept the tariff 
rates fixed as a result of such 
revision. The said tariff rates 
shall become effective ss soon 
as possible but not earlier than 
iwo months after publication 
thereof. 

ANNEX 

With a view to providing 
a4ditional revenue to meet the 
needs of the Chinese Govern- 
ment, the Powers represented 
at this Conference, namely the 
United States of America, 
Belgium? the British Empire, 
China, France, Italy, Japan, 
The Netherlands, and Portugal 
agrei: 

That the customs schedule of 
duties on imports into China 
adopted by the Tariff Revision 
Commission at Shanghai on Da- 
cember 19, 1918, shall forth- 
with be revised so that the 
rates of duty shall be equival- 
ent to 5 per cent, effective, as 
provided for in the several 
commercial treaties to which 
China is a party. 

A Revision Commission shall 
meet at Shanghai, at the earli- 
est practicable date, to effect 
this revision forthwith and on 
the general lines of the last 
revision. 

This Commission shall be 
oomposed of representatives ►of 
the Powers above named and of 
representatives of any addition- 
al Powers having Governments 
at present recognized by the 
Powers represented at this Con- 



ference and who have treaties 
with China providing for a 
tariff on imports and exports 
not to exceed 5 per cent, ad 
valorem and who desire to 
participate therein. 

The revision shall proceed as 
rapidly as possible with a view 
to its completion within four 
months from the date of the 
adoption of this Resolu- 
tion by the Conference on 
the Limitation of Armament 
and Pacific and Far Eastern 
Questions. 

The revised tariff shall be- 
come effective as soon as possible 
but not earlier than two months 
after its publication by the Re- 
vision Commission. 

The Government of the United 
States, as convener of the pre- 
sent ' Conference, is requested 
forthwith to communicate the 
terms of this Resolution to the 
Governments of Powers not re- 
presented at this Conference 
but who participated in the 
Revision of 1918, aforesaid. 
ARTICLE II. 

Immediate steps shall be 
taken, through a Special Con- 
ference, to prepare the way for 
the speedy abolition of likin and 
for the fulfillment of the other 
conditions laid down in Article 
VIII of the Treaty of September 
5th 1902, between Great Britain 
and China, in Articles IV and 
V of the Treaty of October 8th 
1903, between the United States 
and China, and in Article I of 
the Supplementary Treaty of 
October Sth 1903) between Japan 
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and China, with a view to levy- 
ing the siirtaxea provided for 
in those articles. 

The Special Conference shall 
be oomposed of representatives 
of the Signatory Powers, and "f 
such other Powers ns may deaird 
to participate and may adhere 
to the present Treaty, in ac- 
cordance with the provisinus 
of Article VIII, in sufficient 
time to allow their represent- 
atives to take part. It shall meet 
in China within three months 
after the coming into 
force of the present Treaty, on 
a day and at a place to be 
designated by the Chinese 
Government. 

ARTICLE III. 
The Special Conference pro- 
vided for in Article II phall 
consider the interim provisions 
to be applied prior to the abo- 
lition of likin and the fulfill- 
ment of the other conditions 
laid down in the articles of the 
treaties mentioned in Article 
II; and it shall authorize the 
levying of a surtax on dutiable 
import'i as from such date, for 
guch purposes, and subject to 
such conditions as it may 
determine. 

The surtax shall be at a uni- 
form rate of 2 1/2 per centum 
ad valorem, provided that in 
cape of certain articles of 
luxury which, in the opinion 
of the Special Conference, can 
bear a greater increase without 
unduly impeding trade, the 
total f-urtax may be ircreaped 
but may not exceed 6 per cen- 



tum ad valorem. 

ARTICLE IV. 
Following the immediate re- 
vision of the customs schedule 
of duties on imports into China,^ 
mentioned in Article I, there 
shall b^ a further revision 
thereof to take effect at the 
expiration of four years follow- 
ing the completion of the afore- 
said immediate revision, in 
order to ensure that the customs 
dutifis shall correspond to the 
ad valorem rates fixed by the 
Special Conference provided for 
in Article II. 

Following this further revi- 
sion there shall be, for same 
purpose, periodical revi'ions of 
the customs schedule of duties 
on imports into China every 
seven years, in lieu of the de- 
cennial revision authorized by 
existing treaties with China. 

In order to prevent delay, 
any revision made in pursuance 
of this Article shall be effected 
in accordance with rules to be 
prescribed by the Special Con- 
ference provided for in Article 
IT. 

ARTICLE V. 

In all matters relating to 
customs duties there shall be 
effective equality of treatment 
and opportunity for all the 
Contracting Powers. 

ARTICLE VI. 
The principle of uniformity 
in the rates of customs duties 
levied at all the land and 
maritime frontiers of China is 
hereby recognized. The Special 
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Conference provided for in 
Artiole II shall make arrange- 
ments to give practical effect to 
this principle I and it is au- 
thorized to make equitable ad- 
justments in those cases in 
which a customs privilege to 
be abolished was granted in 
return for some local economic 
advantage. 

In the meantime, any in- 
crease in the rates of customs 
duties reeulting from tariff re- 
Vision, or any surtax hereafter 
imposed in pursuance of the 
present Treaty, shall be levied 
at a uniform rate ad vaJorem 
at all land and maritime fron- 
tiers of China. 

ARTICLE Vri. 

The charge for transit nasses 
shall be at the rate nf 2 1/2 per 
centum ad valorem until the 
arrangements provided for by 
Article II come into force. 

ARTICLE VIII. 
Powers not signatory to the 
present Treaty whose Govern- 
ments are at present recognized 
by the Signatory Powers, and. 
whose present treaties with China 
provide for a tariff on imports 
and exports not to exceed 5 
per centum ad valorem, shall 
be invited to adhere to the pre- 
sent Treaty. 

The Government of the Unit- 
ed States undertakes to make 
the necessary communications 
for this purpose and to inform 
the Governments of the Con- 
tracting Powers of the replies 
received. Adherence by any 



Power shall become effective on 
receipt of notice thereof by the 
Government of the United 
States. 

ARTICLE IX. 

The provisions of the present 
Treaty shall override all stipula- 
tions of treaties between China 
and the respective Contracting 
Powers which are inconsistent 
therewith, other than stipula- 
tions according most favored 
nation treatement. 

ARTICLE X. 

The presfint Treaty shall be 
ratified by the Contracting 
Pow;er8 in accordance with their 
respective constitutional methods 
and shall take effect on the 
date of the depos't of all the 
ratifications, which shall take 
place at Washington as soon 
a-^ possible. The Government 
of the United States will trans- 
mit to the other Contracting 
Powers a certified copy of the 
proces- verbal of the deposit of 
ratifications. 

Thn present Treaty, of which 
the English and French texts 
arf> both authentic, shall re- 
main deposited in the archives 
of the Government of the Un- 
ited Sjiates, and duly certified 
copies thereof shall be trans- 
mitted by that Government to 
the other Contracting Powers. 

In faith whereof the above- 
named Plenipotentiaries have 
signed the pr-sent Treaty. 

Done at the City of Washing- 
ton the sixth day of February, 
One Thousand Nine Hundred 
and Twenty-two. 
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CHAPTER IX 



CONCLUSION 



In reading the complete ac- 
count of the discuBBions of 
China's customs tariff at the 
Washington Conference and the 
later diFcussions on the floor 
of the United States Senate, one 
obtains a good idea of the vari- 
ed and divergent forces at play 
in the considpration of this 
complicated problem. In read- 
ing intelligently between the 
lines of tbe various official 
statements made by the several 
delegates one readily discovers 
the vested and other interests 
these delegates are attemptioe 
to protect by Fpecious arguments 
poorly veiled in insincere re- 
ferences to considerations for 
China's future welfare. 

Americans, who have had 
generations of experience with 
tariff questions as political 
issues, are not easily fooled by 
clever arguments of special 
pleaders on tariff questions. It 
is for this reason that the ques- 
tion of China^s tariff was dis- 
cussed with more frankness in 
the United States Senate than 
in any other legislature of the 
countries interested or involved. 
If there is to be any break in 
the solidarity of the non-Chinese 



parties to the Nine Power 
Treaty, which controls China's 
custom revenue, it must come 
from the United States and 
will probably be inspired by 
some of the leading members 
of the United States Senate. 

China lost her fight for Tariff 
Autonomy at the Washington 
Conference. In fact her request 
for control of her own revenues 
was made in such a low voice 
that even Senator Underwood 
himself, who was chairman of 
the committee having the matter 
in hand afterwards denied on 
tbe floor of tbe Senate that 
China had ever asked for Tariff 
Autonomy. But in the same 
discussion he declared that he 
was ready to give China control 
of her own revenue and that 
China herself had the right to 
abrogate the tariff treaty. But 
from the standpoint of 
International Law the very 
treaty, upon the provi- 
sions of which the coming 
Customs Conference is called, 
postpones Tariff Autonomy at 
least for several successive periods 
of seven years. According to the 
treaty provisions, and other 
considerations of International 
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Law, China has hardly a chance 
to obtain Tariff Autonomy. 
Vast vested interests of for- 
eigners who import to China, 
and evpn of those who export 
from Chic a. will exert terrific 
pressure on the delegates to the 
Customs Conference to prevent 
even consideration of the ques- 
tion of tariff autonomy. The 
pressure will be secret, as it 
was at Washington, but it will 
be none the less powerful. As 
far as treaty stipulations are 
concerned the sacred-dont-touch 
character of China's customs 
tariff is well protected. 

China must appeal to Inter- 
national Equity and as far as 



equity is considered there is not 
a single valid argument against 
China having cootrol of her own 
customs revenue. But the foreign 
delegates are not going to hand 
China anything she does not 
ask for, or even fight for. If 
the Chinese, delegates and others, 
fiarht hard enough for tariff 
autonomy they are certain to 
get it. The political situation 
at the present time is all in 
their favor on this issae. But 
the fight for Tariff Autono- 
my at the Customs Conference 
will have to be much harder 
than that made at the Wash- 
ington Conference if another 
failure is to be avoided. 
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